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NATIONAL POLICY AND ISSUES 


MEASURES TO MAXIMIZB ECONOMIC RESULTS CISED 
Taiyuan SHANXI RIBAO in Chinese 24 Dec 81 p l 


[Article: "Lo Guibo Discusses 1982 Tasks. Stresses Seven Measures to Maximize 
Economic Results of Industrial Production."] 


[Text] When discussing the tasks of 1982, Le Guibo specially stressed maximi- 
zing the economic results of industrial production. 


He said that with regard to maximizing the economic results of industrial 
production, we must do a good job of the following: (1) Consolidate the 
industrial enterprises group by group. The key to consolidation lies in the 
leading bodies. Cadres who are incompetent in their present jobs should be 
transferred. We should boldly promote cadres who are resolute in carrying out 
the line, principles, and policies adopted by the Third Plenary Session of 

the llth Party Central Committee, have professional and trchnical expertise, 
are capable in management, in the prime of life and fillid with revolutionary 
drive. In this way we will, in the shortest possible time, make the leading 
bodies revolutionary, knowledgeable, professional, ~* ” ithful. We must 
perfect the system of plant director taking charge u.wer the leadership of the 
party committee, and the system of workers’ representatives meeting. We must 
overhaul and consolidate the organization of labor, and strengthe. labor 
discipline and discipline in financial and economic work. During consolidation, 
we must resolutely shut down those enterprises whose products are poor and do 
not sell and which have incurred losses for a long time, or shift them to other 
products. (2) Continue to steadily carry out the economic responsibility 
system. First, we must clarify the enterprises’ responsibility toward the 
state and the workers’ responsibility toward the enterprise. At the same time, 
we should grant the enterprises definite economic authority and provide them 
and their workers with economic benefits they deserve. We must correctly 
carry out the bonus system in accordance with the stipulations of the State 
Council and prevent excessive awarding of bonuses. (3) Carry out technical 
transformation and equipment replacement step by step in key enterprises. We 
should make the efforts to tap potential, innovate technology, and replace old 
equipment in light and textile industries mainly an intensive process and 
strive to make investments yield returns the same year. Step up th. transfor- 
mation and construction of 60 kay coal mines run by the state and 2U0 key coal 
mines run by communes and production brigades. (4) Raise the level of enter- 
prise management and that of technology and production processes. Institute 














comprehensive business accounting and quality management and provide training 
for all workers and staff members. (5) Carry out economic cooperation and 
joint operations with other provinces and municipalities in a planned way and 
under leadership, learning others’ strong points to make up for our own weak- 
nesses in order to promote economic and technological improvement and develop- 
ment in our own province. (6) Pay attention to safety production and labor 
protection. Take positive measures to eliminate accidents and hidden troubles. 
Control occupational diseases. (7) Carry cut socialist labor emulation. 
Organize competitions in work achievements, economic results and contributions 
between workers on all fronts. Commend and reward advanced units and labor 
models on all fronts with a view to learning from the advanced, helping the 
laggards, inspiring drive for work, and striving for the best. 
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NATIONAL POLICY AND ISSUES 


PROBLEMS IN ECONOMIC RESPONSIBILITY SYSTEM NOTED 
Taiyuan SHANXI RIBAO In Chinese 19 Dec 81 p 2 


[Article by Bi Guangjun [3968 1684 0971] and Fan Youtian [5400 2589 3944]: 
“Problems Needing Attention in Implementing the Economic Responsibility System") 





[Text] Since the first of this year, the departments of chemical industry and 
affiliated organizations in the city of Taiyuan have been practicing different 
forms of the econumic responsibility system. This has enabled the departments 
and organizations to keep abreast oi new developments and promptly solve new 
problems, so that the entire bureau overfulfilled the annual plan of total 
output value 50 days ahead of schedule, and overfulfilled the annual plan of 
profits turned over to the state two months ahead of schedule. Practice proves 
that in order to successfully carry out the economic responsibility systen, 

we must pay attention to the following problems: 


First, suit measures to local conditions and do not impose arbitrary uniformity. 
The 14 enterprises in the chemical industry system have varying conditions, 
some making chemical products, others manufacturing rubber products. When 
the economic responsibility systcm was first introduced, the supervising 
departments imposed arbitrary uniformity, the enterprises had no power of 
decision, there was no way to mobilize the workers’ initiative, and economic 
results were not satisfactory. The Taiyuan Rubber Overshoes Plant, for 
example, issued combination bonuses before July this year. The workers, 
whether they performed well or poorly, received the same bonus. Profit for 
the first seven months came to a mere 16,000 yuan. In August, the plant 
introduced “three quotas and one reward" plus the economic responsibility 
system of paying piece rate wages to work completed above quotas. Those who 
did not fulfill their quotas would have portions of their wages deducted. 
Profit for that very month was 16,700 yuan, and much more for September and 
October. 


Second, work out average advanced quotas. Thie is the key to the successful 
handling of the interests of the state, the collect:ive, and the individuals. 
When quotas are of an advanced level, workers will leap to pick the fruits, 
and enterprises will gain satisfactory economic results. If quotas are not 

of an advanced level, workers will lie down and wait for the fruits to drop 
into their mouths, and enterprises will not get good economic results. At the 
saccharin shop fo the Taiyuan Solvents Plant, the highest monthly output last 








year was 12 tons. In July this year, the shop instituted the relationship 
system of paying piece rate wages to work completed above quotas and, after 
reevaluation, set the monthly saccharin output quota at 22 tons. This 
stimulated the workers’ initiative ard in the months that followed, monthly 
output averaged 26 tons. Before introducing the "two quotas," the Taiyuan 
Paint Plant had planned to turn over 500,000 yuen of profit to the state this 
year. Since practicing the "two quotas," the workers have been leaping up to 
reach for the fruits. By November the plant had turned over 650,000 yuan of 
profit to the state and set the highest level of full~attendance labor produc- 
tivity in its history, a 30 percent increase over the previous year. The 
Taiyuan Solvents Plant, since practicing the "two quotas,” turned over 1.14 
million yuan of taxes and profit to the state for the first six months of this 
year, a 2.5-fold increase over the same period of the previous year. 


Third, educate the staff and workers to develop a sense of being masters of the 
enterprises. In socialist industrial enterprises, workers are the masters, 
not hired hands. Therefore in practicing the economic responsibility systen, 
we must strengthen political-ideological work and educate workers and staf: 

to work as masters of their enterprises, otherwise it will become a situation 
of giving one's all and putting equipment to full operation for the sake of 
money only. At thc Taiyuan Solvents Plant, the Wang Yuankai shift of the No. 
1 saccharin team and the Li Fuyun shift of the boiler team in the power plant 
correctly handled the relationship between individuals, the enterprise, and 
the state, took great care of their equipment while working hard, and produced 
outstanding results. 
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NATIONAL POLICY AND ISSUES 


TWO WRONG TENDENCIES IN ECONOMIC DEVELOPMENT SCORED 
Xian SHAANXI RIBAO in Chinese 13 Jan 81 p 3 


[Article by Guo Sifa [6753 0843 3127]: "Why Must We Prevent Two Wrong 
Tendencies in China's Prospects of Economic Development?"] 


[Text] Premier Zhao Ziyang pointed out in his government work report at the 
Fourth Session of the Fifth National People's Congress: "On the question of 
the prospects of China's economic development, we must guard against two 

wrong tendencies. We must guard against a sentiment that does not recognize 
our advantages, that lacks confidence in the future, and is pessimistic and 
disappointed about our modernization program; we must also guard against an 
unrealistic illusion that makes us blind to the difficulties that still lie 
ahead and the arduousness of our tasks, and makes us hope for a quick victory." 
Bath kinds of thinking are wrong and are formidable enemies of modernization. 
The first kind of wrong tendency saps the will to fight, destroys morale, and 
engenders a cowardly sluggard’s sentiment of inertia and passive pessimism. 

The second kind of wrong tendency may lead to rash and impetuous "left" actions. 
We must develop a strategic thinking of building up the country over a long 
period of time. 


First, we must firmly believe that we can succeed in our four modernizations 
program. We have a superior socialist system, the correct leadership of the 
Communist Party, brave and hardworking people, rich natural resources, and a 
strong industrial base built over 32 years since the founding of the people's 
republic. All these are objective conditions for carrying out modernization. 
The Resolution on Certain Questions in the History of the Party Since the 
Founding of the People’s Republic of China adopted by the Sicth Plenary Session 
of the llth Party Central Committee scientifically sums up the experience and 
lessons of the socialist revolution and construction since the founding of 

the people's republic, thoroughly corrects the left guiding ideology that has 
existed for a long time in economic construction, and establishes a road to 
modernization suited to Chinese conditions. In his report on government work, 
Comrade Zhao Ziyang spelled out this road as ten principles of economic 
construction. As leng as we firmly work according to the line, principle, and 
policies set forth by the central committee, we can achieve the grand goals of 
the four modernizations. 


However, at the same time that we enhance our confidence and rise with force 
and spirit, we must also recognize fully the arduousness and long period of 


time needed tc build socialism. 











After the October Revolution was successful, in light of the situation in 
Russia, Lenin pointed out: “Compared with the advenced countries, it is easier 
for the Russians tc begin the great proletarian revolution. But it will be 
more difficult to continue tne revolution to final victory, that is, to complete 
the building of a socialist society." The old China vas much more backward 
than Tsarist Russia. Our task to build a socialist society is obviously more 
difficult and more arduous. First of all, we are still ac agricultural country 
with a population of 1 billion, of which 800 million are peasants. Agriculture 
is still basically done with manual labor, we are still only a little more than 
semi self-sufficient, the proportion of commodity grain is only about 14 percent, 
far below the needs of the urban population and industrial growth. A large 
pepulation may provide rich resources in labor force, but under conditions 
where production is not sufficiently developed, it is an unfavorable factor in 
the effort to increage capital accumulation, develop education, improve the 
people's material life, and increase employment. Second, we have a vast terri- 
tory but relatively small areas of arable land. It accounts for only a little 
over 20 percent of the total land area of 14.4 billion mu, Third, we have rich 
resources, but because of backward scientific and technological means and 
limited capital, we still have no clear idea of all our underground resources. 
Those that we do know clearly cannot be exploited in a short time because of 
meager funds and backward extraction techniques. Fourth, the national level 

of scientific education is low. There is a serious shortage of technical 
personnel in industry. Only 2.9 percent of the industrial workers are technica’ 
people; 80 percent of the industrial workers ha « only a junior middle or lower 
education and no basic knowledge of modern sciencs and technology. Scientific 
education level in the vast countryside is even lower. Finally, the levels cf 
economic development in different regions are uneven, and there is a big gap 
between the coastal and the inland regions. All this has created difficulties 
in our economic construction. 


Because of all this, it will take a long time and much arduous work for China 
to build a modern socialist country. There is no reason to lose confidence 
and be pessimistic and disappointed about modernizing our country. But it is 
also unrealisti« to expect successes and miracles in a short time. A meal has 
to be eaten mouthful by mouthful. A war has to be fought battle by battle. 
The goal of economic construction, likewise, can only be achieved step by step, 
and stage by stage. 
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NATIONAL POLICY AND ISSUES 


'JINGJI YANJIU' ON OVERALL BALANCE, PLAN QUALITY 
HK251530 Beijing JINGJI YANJIU in Chinese No 2, 20 Feb 82, pp 37-43 


[Article by Liu Suinian [2692 7151 1628] of the Economic Research Bureau of 
the State Planning Commission; "Effect An Overall Balance in the National 
Economy and Raise the Quality of Planning"™] 


[Text] Theoretically, the superiority of the planned economy can never be 
doubted, but in actual practice it has not been fully reflected, although 
there are traces of it. The main reasons are that in the past there were many 
errors in macroeconomic policies and planning was poor in quality. Hence, 

in order to play up the importance of the planned economy and raise its pres- 
tige, we must seriously study the ways and means to do a good job of effecting 
an overall balance in planning and must preserve its scientific character. In 
this article, the writer will give his views, immature as they are, from his 
own understanding: 


1. Pay Great Attention to Effecting An Overall Balance in Planning 


An overall balance constitutes the basis of all economic work. Only in doing 
a good job of effecting an overall balance can we ensure that the national 
economy will develop on a correct and proportionate basis. 


Marx said: "To hope to obtain quantities of products commensurate with the 
varying volume of demand requires the outlay of a definite quantity of gross 
social labor power. The necessity of disvensing gross social labor power 
according to a definite proportion can never be eliminated by any fixed form 
of social production."* This diagnosis made by Marx is superb and can be 
easily understood. But what it implies cannot be easily cone. Under the 
capitalist system, the internal proportionate relationship in social economic 
development is frequently violated. Very frequently, social production and 
social demand cannot be balanced and a balance can often be achieved only 
through the occurrence of an economic crisis. Thi. is principally due to the 
contradictions inherent in capitalism. In a socialist society, because the 
means of production are publicly owned, the contradiction between the 





*Marx: "Letter to Ludwig Kugelmann, 11 July 1868," "Selected Works of Marx 
and Engels," Vol 4, p 368. 











socialization of production and the private ownership of products found in 
capitalism does not exist and, following it, the contradictory relationship 
between production and consumption vanishes, although the contradiction between 
sd0cial production and social demand still remains. This cmitradiction is 
principally shown in the following: On the one hand, the various levels of 
administrative leadership organs which represent the whole people in con- 
trolling the economy all demand quick progress in their respectively admin- 
istered enterprises. They fervently hope that the state will allocate them 
more capital and more material resources. The people also hope that their 
standard of living can be continuously improved. On the other hand, in a 
given period, the increase in production has a definite limit, while the 
increase in revenue derived by the state cannot simultaneously satisfy the 
demands coming from all sides. Theoretically, this contrad‘ction can be 
entirely resolved through regulation by planning mechanism. Unfortunately, 
actual practice has shown that under many conditions our handling of work in 
“his connection has not been entirely satisfactory. Usually, the phenomenon 
seen is the excess of effective demand over production capacity. As a result, 
money cannot procure the suitable, or desired, kinds of goods, while pur- 
chasing agents roam all over the country and purchasing requisitions keep 
mounting up. This is precisely contrary to the conditions found in a capi- 
talist society. Under such circumstances, we may ask: If our demand sur- 
passes production, is it definitely beneficial to the development of the 
economy? The answer is no. Our national economy is now caught in a vicious 
circle. This is because, due to the dislocation between production and demand 
and to financial weakness and stringency in the supply of materials, social 
labor cannot be distributed according to the desired ratio, there is much 
scrambling for labor and the growth rate differs greatly from one department 
to another. Moreover, some materials have to be stockpiled while others are 
in short supply. All this adversely affects the harmonious development of 

the entire economy and the adherence to the order of agriculture first, light 
industry second and heavy industry third. In addition, it extends the capital 
construction front and the production front, increases the number of alf- 
finished engineering projects and the quantity of semi-finished products in 
the warehouses. It reduces the speed of turnover of capital funds and lowers 
their utilization effect. It also affects the adoption of new technology and 
the improvement of product quality. Because suitable goods for a given appli- 
cation cannot be procured, frequently large goods are used in lieu of smaller 
ones while substandard products are substituted for products of standard 
quality. Even parts of a complete engine are actually cannibalized for use 
on a disabled engine which in effect invalidates the utilization value of the 
other engine. The practice of bartering of goods is encouraged. The disparity 
between state list prices and prices in country fair trade is wide and this 
provides speculative elements with a chance for profiteering. Such unhealthy 
tendencies as "entering by the back door" to secure advantages through pull 
or influence are promoted. No doubt everybody is aware of the phenomena 
mentioned above. Furthermore, in recent years fiscal deficits have appeared 
in the state budget and there has been an overissue of banknotes accompanied 
by a rise in commodity prices. 








Under the conditions of socialism, how is it that such phenomena can come into 
being and why can they not be rapidly overcome? Various reasons may be given, 
but the most important one is that many comrades have ignored the importance 
of effecting an overall balance. They do not support organs engaged in such 
work and do not appreciate their difficulties. Some even openly oppose an 
overall balance. They attack those engaged in such work and generally believe 
that talking about an overall balance is “lacking in initiative and over- 
cautious," “rightist conservatism," "restricting everybody's enthusiasm," 
"lacking fighting spirit," "indulging in antiqueted rules," “harmful to the 
enlivening of the economy," and so on. On the part of those comrades handling 
the work of effecting an overall balance, sometimes they are not courageous 
enough to carry out their duties. They are afraid of being accused of one 
thing or another. Frequently, they cannot tightly control incoming demands. 
Whatever orders come from above, they try to comply with them, regardless of 
whether they are feasible or not. Hence, by yielding to one side or another, 
the accumulation of demands increases and the result is the dislocation 
between production and demand. This problem is still wreaking havoc in the 
minds of many comrades and actually has not been entirely solved. One of the 
basic principles and basic features of socialism is the development of the 
national economy in a planned manner and according to appropriate proportionate 
relationships. To achieve the latter, we must insist on effecting an overall 
balance. Without an overall balance, we have no appropriate ratio to follow. 
Precisely as comrade Chen Yun said: In doing economic work, if you ignore 
effecting an overall balance, you can hardly move one step. This is extremely 
significant. We must earnestly study it and determinedly carry it ou*. 


To emphasize the importance of having a planned overall balance, the focal 
point is that from theory to actual practice we must always remember that the 
development of the economy in accordance with a fixed ration is an objective 
law. We must always remember that the basic demand of a planned economy is 
that we must consciously maintain a relatively balanced economy. We should 
not admit this only in times of economic difficulties and forget about it as 
soon as the situation turns for the better. Nc. should we admit it verbally 
and refute it in actual practice. We must firmly abandon the principJe of 
ideslism calling for abiding only by one's wishes. 


2. Select A Correct Strategy for Economic Development 


Historical experience has repeatedly told us that to uograde the quality of 
planning and do a good job of effecting an overall balance in planning, it is 
important to instill a correct guiding ideology in planning and select a 
correct strategy for economic development. 


The “resolution on certain questions in the history of our party since the 
founding of the PRC" adopted at the 6th plenary session of the llth CCP 
Central Committee pointed out: "Our party's fighting target in the new 
historical era is to gradually build up our country into a powerful socialist 
country equipped with modern agriculture, modern industry, modern national 
defense and modern science and technology, and possessing a high degree of 
democracy and a high degree of culture." This is really a gigantic policy. 








It bestows on us tasks on the two fronts of construction of material and 
spiritual civilization. In order to realize this objective, we must have 

full confidence and boost our spirit. We must also bear in mind the difficul- 
ties ahead and be prepared to make prolonged and strenuous efforts. We must 
not indulge in the fantasy that a few years’ hard work will suffice to change 
the entire picture. We must not repeat the errors of one-sidedly striving 

for development speed, but must eagerly seek economic effect. This constitutes 
our main strategy in developing the economy. But it is not sufficient to have 
only this general strategy alone. Simultaneously, we must have a series of 
concrete development tactics for the realization of this general strategy. 

In the past few months, responsible comrades in the central government have 
offered many good views on this problem. In particular, the 10 guidelines 

for economic construction advocated by comrade Zhao Ziyang at the fourth 
session of the fifth NPC are extremely important. They may be said to be 
pointing the way to economic progress. Based on ":y own studies and under- 
standing, I shall now introduce below several problems in the hope that they 
will be studied and discussed by workers engaged in economic theory and 
economic planning. 


First, in regard to the relations between coustruction and living. In the 
past, we always hoped to achieve more accumulation and to speed up construc- 
tion. As a result, the accumulation rate for many years exceeded 30 percent. 
It was thought that this would speed up economic development. Actually, 
entirely contrary results were attained. The speed was not only acceleri ted 
but was reduced. This is because the excessively high accumulation rate 
destroyed the equilibrium between accumulation and consumption. Not only 
was the production enthusiasm of the masses badly affected but also accumu- 
lation became aimless due to consumption lagging behind and failing to catch 
up. Simultaneously, the scale of capital construction was too large and the 
construction front was over extended. As a result, the supply of the means 
of production became strained and the accumulation effect was continuously on 
the downturn. An excessively high accumulation rate accompanied by one- 
sidedly stressing the development of heavy industry squeezes out agriculture, 
light industry and even simple reproduction. It damages the national economic 
structure and brings about an imbalance in the relationship between agricul- 
ture, light industry and heavy industry. Therefore, construction must have 

a definite purpose and production must be based on consumption as its target. 


Our country has an enormous population but scanty resources. The standard 

of living of the people is low. Hence, the speed of economic development 
cannot be too fast and the accumulation rate cannot be too high. In the 
main, we should devote our efforts to raising the utilization effect of 
accumulation. Naturally, too low an accumulation rate will not do, because 
it may similarly affect the speed of economic development and also affect the 
long-term interests of the masses of people and employment. Some economists 
have advocated fixing the rational accumulation rate at around 25 percent. 
This may be mentioned as scientific data derived from historical experiences. 
However, some people think that this is too low and advocate that it be 
stabilized at the present level of 30 percent. The reason is that any further 
lowering of the accumulation rate will affect the development of heavy 
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industry and, in turn, affect the further rise of consumption. Indeed, this 
problem is well worth looking into. In my opinion, generally speaking, the 
rate as it is now should be lowered slightly but should not be lower than 25 
percent. Any adjustment to be made should not be hasty but should be combined 
with the readjustment of the production structure. It will not do just to 
improve the standard of living of the people without simultaneously developing 
light industry and agriculture or upgrading labor productivity, otherwise a 
stringent situation in market supply will ensure, commodity prices will rise, 
and some heavy industrial or construction enterprises may have to stop or 
reduce their operations altogether. Our readjustment work must be done 
gradually. The problems of today were not one day in making. They cannot 

be solved in a single day's time. 


Second, with regard to the relations between industry and agriculture. In 
the world today there are several ways of attaining a balanced development 
between industry and agriculture. One way is to develop heavy industry first 
and let the development of heavy industry lead to the development of light 
industry and agriculture. Another method is first to develop light industry 
and agriculture and by means of this to accumulate funds and open up the 
market. The development of heavy industry will follow next. In the past, 
we adopted the first strategy. Although it has enabled our country's heavy 
industry to develop rather substantially, it has also brought along many 
problems. This method can very easily result in committing the error of 
developing heavy industry for heavy industry's sake. It can very easily 
divorce heavy industry from the basis on which it relies for existence and 
development, namely, agriculture and light industry, and thus lead the 
development of heavy industry astray, or make it one-sided. In recent years, 
certain foreign economists, taking note of the experiences of such countries 
as South Korea and Singapore, have suggested that we follow the example of 
these countries. These economists contend that one commor point among the 
countries in Southeast Asia is that they all have large populations but very 
little land. Hence, the best way is to centralize all surplus labor power and 
engage in light industry and labor-intensive handicraft trades. Their main 
function will be processing materials from first world and second world 
countries. With the funds derived therefrom, the next step is to develop 
their own heavy industry. If during this stage the supply of grain and other 
agricultural sideline products is not sufficient, they can be imported from 
abroad. We can wait until after the development of heavy industry to rebuild 
agriculture and thereby achieve the balanced development of industry and 
agriculture. Basically speaking, this road is not suitable for our country. 
First, our country has an enormous population. If they turn out in full 
force to do the processing of imported materials, there will not be enough 
space for them in the world market. Second, it is not feasible to have l 
billion people all depending on imported grain and agricultural sideline 
products. Naturally, great attention should be paid to the development of 
labor-intensive light industrial pruducts and it is also reasonable to strive 
for the exportation of manpower. Actually, we are doing this already but we 
cannot place too much hope on it. Judging from our own experiences, we 
should start first with agriculture and light industry. We should focus on 
the production of consumer goods and, with them as the center, arrange for 
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the proportionate relations between the various departments of the national 
economy. In this way, we can realize the proportionate development of the two 
major categories and ensure the sustained stability and growth of the produc- 
tion of the entire society. In essence, what position should be given to the 
development of production of consumer goods concerns the question of wkst road 
the development of China's economy should take. All along we have beer talking 
about “agriculture first, light industry second and heavy industry third." 

In reality, this problem has not been really solved either in planning or in 
the measures adopted. We have customarily assigned priority development to 
heavy industry and the iron and steel industry with the result that heavy 
industry is too heavy while light industry is too light. We have thus had 
very sad experiences. According to our national condition, our construction 
policy should shift from taking "steel as the key link” and one-sidedly 
developing heavy industry to placing the emphasis on developing the production 
of consumer goods so that the production of the means of production and the 
production of the means of consumption can be coordinated with one another 
apni can promote one another and both proceed along a pati: of healthy develop- 
me'~. The focal point here is to continue to change the irrational situation 
of che “cycle of heavy industry serving itself while light industry struggles 
with itself," and also to shift the service orientation of heavy industry to 
the production of consumer goods and to the technological transformation of 
the social economy. Indeed, the faster the change the greater the initiative. 
Heavy industry should forever treat agriculture and light industry as its own 
most extensive markets and serve them accordingly. At the same time, this is 
tantamount to creating conditions for its own development and setting up a 
firm foundation for further progress. Heavy industry, light industry and 
agriculture should help each other and achieve development jointly. In the 
past, it was wrong for us to sacrifice light industry and agriculture for the 
sake of developing heavy industry. Similarly, hereafter we cannot adopt the 
measure of sacrificing heavy industry in order to develop light industry and 
agriculture. We should give due note to this phase of the probien. 


Third, with reference to the relations between economic construction and 
literary and cultural construction. This is termed by some people in foreign 
countries as the relations between the opening up of natural resources and 
the opening up of manpower resources. Economic construction should be taken 
as the basis. It rates priority consideration. But we cannot dispense with 
literary and cultural construction, otherwise we cannot do a good job of 
economic construction. At present, certain economists abroad are uniformly 
of the belief that in the developing countries the current important task is 
to train up talented personnel and carry out intellectual development. They 
believe that if only this is done well, the economies can develop smoothly. 
There are definite reasons for this. Judging from the present conditions of 
our country, the lack of good economic management personnel and the low tech- 
nological standard of the workers have caused rather terrifying losses and 
extravagance. Hence, there is a dire need to train up qualified personnel. 
Unfortunately, we can do so only in a selective way and have regard only for 
the focal points. It is still not feasible to achieve a general rise in the 
scientific, cultural and technical level of the whole race within a short 
period of time. This is because we lack the necessary economic power. We 
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should increase the investment and expenditure on science, culture and educa- 
tion. More importantly, we should study how to make the best use of our 
current financial resources and study how to use a relatively small amount 
of money to train up personnel of high quality who are most needed by our 
country. Here, there is also the problem of how to improve the method of 
personnel allocation and how to make the fullest and best use of the avail- 
able personne: in order to bring their enthusiasm into full play. 


Fourth, with refe-ence to the relations between economic construction and 
national defense construction. Under the conditions of the existence of 
imperialism and hegemonism, it is not feasible to ignore national defense 
construction altogether if we wish to carry on modernization smoothly, or 

to protect our peaceful life, or to struggle for a sustained world peace. 
Over the past 30 years, we have done much work in national defense construc- 
tion and have vastly improved our national defense. This is all very 
necessary. Under the present conditions of the continued existence of the 
danger of world war, we caunot relax our vigilance but must do the utmost to 
strengthen the modernization of our national defense. However, national 
defense construction must conform with national economic construction. At 
the moment, our national defense industry has already built a certain founda- 
tion and has rather great potential. The major task at present is to do a 
good job of scientific research and trial production work and to attend to 
certain appropriate tasks in selected spheres. Generally speaking, at the 
moment we should pay more attention to economic construction. In the long 
term, this can make national defense construction stronger and more solid. 


Fifth, with reference to the relations between the construction of coastal 
industry and that of inland industry. Over the past decades, the handling 
of this problem has undergone considerable changes. In the early stages of 
the 1950's, emphasis was laid on inland construction while construction along 
the seaboard was ignored. This was readjusted in the latter part of the 
1950's. In the mid-1960's, emphasis was laid anew on inland construction. 
This continued until the 1970's. In more recent years, the focal point has 
again been shifted to the coastal areas. Many big projects are located in 
such provinces and municipalities as Shanghai, Tianjin, Liaoning and Jiangsu. 
The problem in the past was the failure to make a concrete analysis and 
involved much metaphysics. At present, the leadership cadres in the central 
government, based on historical experience, advocate the principle of calling 
for a rational distribution of work between the coastal and inland areas so 
that each can bring into its superiority full play. They believe that cities 
and towns along the coast enjoy the following advantages: 1) their location 
along the coast gives them advantages in communications and transportation; 
2) their operation, managemerit and technological level is relatively high; 
they possess advantageous conditions for foreign trade. Hence, we must allow 
them to bring into full play their superior features. We must help them to 
promote their export trade and to link together domestic production with that 
for the international market. On the other hand, the interior's superiority 
is that it possesses plentiful raw materials and has a vast market. Besides, 
after more than 30 years of construction, its industry has initially developed 
to a certain extent. It is already fairly well equipped with modern machinery 
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and should be allowed to fully display its role. Both production and tech- 
nology should be shifted gradually from east to west. This policy is entirely 
correct. It should be earnestly implemented in the planning of the national 


economy. 


Sixth, with reference to the relations between expanded reproduction by exten- 
sion and expanded reproduction by intension. At the early stage of the 
founding of the PRC, our industry, particularly heavy industry, had no founda- 
tion at all. It was entirely correct then to emphasize the new building of 
certain backbone enterprises. But this was overdone. The rebuilding of the 
old enterprises was neglected for a long time and large amounts of investment 
were spent on new construction. This made many old enterprises unable to 
obtain the necessary funds for renovation and rebuilding. As a result, their 
equipment became antiquated, their technology backward and technically the 
quality of their products did not improve for a long time. Their consumption 
of materials was excessive. In a word, they were given a raw deal. 


Hereafter, with the exception of the energy industry, communications and a 
small number of departments which may continue to have some new construction 
projects, we must determinedly shift the focal point to the technological 
rebuilding of the old enterprises. In cther words, we should shift from 
taking expanded reproduction by extension as the center to taking expanded 
reproduction by intension as the center. It is true that at present this 
change will take a considerable amount of time on accowit of the large number 
of projects under construction and the impossibility of closing them all at 
once. However, the direction of the change must not be mistaken. It should 
be realized that relying on expanded reproduction by intension is much more 
difficult than relying on expanded reproduction by extension. Much serious 
work is required for the implementation of this guideline. Actually, in 
rebuilding, we cannot discard at a stroke all the things of the past. Rather, 
we should work gradually toward this end and cannot be too hasty. 


Seventh, concerning the relations between focal points and general or ordinary 
points. Being without focal points is tantamount to being without a policy. 
But what are the focal points? They are: first, the weak links in economic 
development; second, the superior features of localities and the departments; 
and third, new technology. However, focal points must be in accordance with 
coordination from all sides, otherwise they cannot display their role well. 
The problem with us in the past was: first, an incorrect choice of focal 
points; frequently, they were not the superior points or really the weak links; 
second, too many focal points; this was designated as a foca! point and that 
was Cesignated as a focal point; and third, the focal points were overempha- 
sized. A focal point, once selected, remained unchanged for a long time and, 
once selected, would have its standing increased a hundred times over. They 
became much too prominent. Large amounts of money were heaped on them. As 

a result, the focal points were divorced from the whole. Indeed, a good 
summation must be made of these experiences. In general, we must be extremely 
careful in selecting the focal points. We must repeatedly compare such 
factors as the departments to which the focal points belong, the items con- 
stituting the focal points, and their required technology, otherwise, once 
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a mistake is made, it will be very difficult to rectify it. It may then be 
asked: What should the focal points be from now on? At present, there is no 
consensus of opinion in this connection. In my opinion, the focal points 
from now on should be placed on the technological transformation of the 
textile industry with the emphasis on energy saving. Construction of the 
energy industry and communications and transportation should also be highly 
rated. After the selection of the focal points, to what extent they should 
be maintained and how such effort should be devoted to them should be 
determined on the basis of overall and unified arrangements but should be 
goveroed by the logical premise that no new imbalance should be created in 
the overall economy. 


Eighth, concerning the relations between equality and efficiency. This 
problem has attracted worldwide discussion. In the past, many people were 

of the opinion that efficiency should come first and equality should be 
sacrificed. ilhey held that if efficiency could be improved, society would 
not be afraid cf unemployment or of s great disparity between the poor and 
the rich. Unfoitunately, countries that have followed this line have had 
hard times and hive been confronted with sericus social problems. On our 
part, we used to stress equality and, to a certain extent, neglected effi- 
ciency. Our level of wages was low but we provided employment to mcre people. 
In so doing, the good points were that there was social stability and every- 
body could fill their stomachs. This state of affairs has attracted the 
admiration of foreigners. But the defects were that many enterprises were 
overstaffed and everybody was passive and made no effort to progress. Now 
we are opposed to egalitarianism and urge the establishment of the econ mic 
responsibility system. We allow a portion of the people to become affluent 
first. In principle, this appears to be correct. But it is still not quite 
clear how this should concretely be brought about. Besides, there is still 
the cuestion of how, in so doing, we can avoid the emergence of the situation 
of too great a disparity in the income of the masses. Certain economists in 
foreign countri« > are studying how to find the best way of combining equality 
and efficiency. These foreign economists may not be studying this problem 
really seriously. However, on our part, we should make real efforts to study 
and to solve it. 


Ninth, concerning the relations between advanced technology and applicable 
technology. This has also been a controversial question for a long time. 

In the first S-year plan period, we introduced certain new technology. After- 
wards, the combination of native and foreign technology wes advocated. We 
then plunged into the building of small iron and steel plants and suffered 

a little setback. Next, it was advocated that where native methods were 
suitable, native methods would be used and where foreign methods were suitable, 
foreign methods should be used. In the second half of the 1960's, we went a 
step further and advocated the development of the "five small" industries. 

We managed to reap some benefits but many enterprises continued to report 
losses for a rather long time. In the 1970's, some comrades again pronounced 
the need to introduce advanced technology. They held that in introducing 
advanced foreign technology, we should choose the most advanced technology of 
the 1970's. They opined that failing to do so we would be forever crawling 
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behind other people. However, some comrades held dissident views. In their 
opinion, this would involve the utilization of a large amount of funds and 
that it would make it difficuit to arrange for the use of the newly arisen 
labor power. My view is that we must be cealistic and must concretely analyze 
the facts. The general principle should be that we take into consideration 
first our country's actual conditions. We should treat each case separately. 
In some cases, it would be in order to introduce slightly more advanced 
techniques; in others, medium-grade technology would suffice while in still 
other cases, the original handicraft labor should be retained. We should not 
treat all cases alike and should even treat each locality differently. 
Nevertheless, we should be guided by one overriding principle. This is that 
regardless of whatever locality, whatever department or whatever technology 

is adopted, it must be economically feasible. It must involve the improvement 
of labor productivity, and no exception should be made. As leading comrades 
of the central government have pointed out, in so far as China's interior is 
concerned, much of Shanghai's technology is perfectly suitable. Plants in 
inland China do not necessarily have to seek the most advanced technology 

from abroad. It is much more realistic to learn Shanghai's technology than 
foreign technology. It is a much closer approach to our needs. This is 
really a true Marxist attitude. 


Tenth, concerning the relations between foreign countries and our country. 
This includes two problems: one concerns international trade and the other 
concerns the utilization of foreign capital. For a rather long time in the 
past, we one-sidedly stressed "self-reliance" and had little contact with 
foreign countries. In more recent years, after the opening of our doors, an 
increasing number of foreigners wishing to have trade relations with us have 
offered us loans. This is an exceptionally advantageous situation. More- 
over, recently ovr industry has also made much progress. ‘'r order to better 
develop our economic relations with foreign countries, it is necessary for us 
to seriously sum up the experiences and Jessons gained recently. As for the 
utilization of foreign capital, from now on we should do the following: (1) 
Contract less high-interest foreign exchange loans but contract more foreign 
loans which bear low interest, or no interest at all, and offer other good 
terms. Concurrently, at the time of borrowing, we should make sure of our 
ability to repay. (2) Undertake fewer large projects; when undertaking 

large projects we must study beforehand whether the scheme is worthwhile or 
not and must avoid any hasty decision. (3) Undertake less or not at all, 
importation of whole sets of mechanical equipment; we should principally 
introduce technology and specific machinery and key equipment which we cannot 
supply ourselves. This saves foreign exchange and avoids squeezing out our 
own machine-building industry. (4) We must coordinate well the use of 
foreign loans with domestic investment in making accessories for complete 

sets of equipment; we must also be sure of our own capability in this connec- 
tion. (5) We must take into consideration our own actual conditions and must 
make a realistic estimate of our own construction capability, management level 
and capacity to digest. In general, we must exert all-round efforts. As for 
foreign trade, hereafter we should do the following: (1) Concerning those 
commodities on which we have incurred heavy losses, we should study the situa- 
tion in a comprehensive manner, and shculd not, for the sake of a little 
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foreign exchange, lightly squander our labor and capital. We should resolutely 
discontinue the export of those commodities which are not worth the effort. 

(2) All foreign activities of the provinces must be unified. We must observe 
the maxim that "good things do not fall into people's laps." (3) We must 
endeavor to expand foreign trade, but should not export our short-line [goods 
in short supply] goods; we should never export one category of commodities 

on the one hand and import the same category of goods on the other and allow 
foreigners to make all the money and get eway. In a word, we should continue 
to expand our foreign relations, strive hard to break our viewpoints of natural 
economy and at the same time insist that we ourselves should count first. 

Only in thie way can we render better service to the four modernizations. 


I believe that if we can make a correct decision on the above-mentioned 10 
points, then the quality of our planning and the overall balance can be 
greatly upgraded. 


3. Grasp Well the Balance Between People, Finance and Materials 


Correctly determining the economic development strategy is the soul of 
planning. It creates the conditions for the balanced development of the 
national economy, but if we really want to achieve proper proportionate 
development, we can realize it only through making a rational arrangement 
of people, finance and materials in the course of planning. 


Because the monetary relations of commodities still exist under socialissa, 
the production and reproduction of various products must be exhibited in 
value form, aside from the material form. In actual life, these two forms 
frequently contradict each other. For this reason, in regard to the value 
form, in planning we should, on the one hand, arrange the concentration and 
distribution of the various kinds of capital well so that the needs for 
production coastruction and for improvement of the standard of living of the 
people can be attended to in a unified manner. On the other hand, in regard 
to the material form, we should arrange well the production and circulation 
of the various kinds and categories of products, so that the production of 
the means of production can conform with the production construction needs 
and so that the production of consumer goods can also conform with the needs 
for improving the people's life. This requires that in the planning stages 
we should effect a balance between people and resources. Concretely speaking, 
the following six balances must be well effected. 


First, financial balance. This balance is the key to effecting the other 
balances. National finance provides the main avenue for our concentration 
of capital funds and distribution of capital funds. Because our financial 
and economy policy is to develop production and ensure the certainty of 
supplies, we must devote utmost efforts to increasing revenue in order to 
support the development of the various construction enterprises. But this 
does not mean that the greater the concentration of national finances the 
better. Financial revenue should form an appropriate ration with national 
income. Too high a degree of concentration will bring about an undue rise 
in the accumulstion rate; too low and the development of the various 
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enterprises will be badly affected. Historically, the normal ration vas 
slightly over 30 percent. It has reached the highest peak of 46.9 percent 
(1960), and in 1978, it was 37.2 percent. This was too high. Following 
several years’ readjustment, it dropped to 28 percent in 1980 and to 26 
percent in 1981. Both of the latter are slightly too low and should be 
appropriately readjusted. T..< pivotal point here is that we must have, and 
must implement, good policies. The first is the pricing policy; the second 
is the wages policy; and the third is the texation policy. In shaping and 
adjusting these policies, we must consider whether they will benefit produc- 
tion and also whether they will be of benefit to the :anterests of the state, 
the collectives and the individuals. We must insist on the principle of a 
balanced budget with a slight surplus. In general, financial deficits should 
be avoided. Some people have entertained the view that fiscal deficits can 
help to sulve difficulties and stimulate economic growth. This view is 
erroneous. We must look further into the future, otherwise we shall suffer 
greatly. The correct measures to be taken are: developing production, 
upgrading the economic effects, increasing financial revenue, controlling 
capital construction, economizing on expenditure, stopping up loopholes, and 
restricting consumption. These measures serve overall needs. 


Second, a credit balance. Bank credits provide an avenue for supplementing 
deficiencies in the state budget and mobilizing idle funds for use to meet 
the needs of various quarters. Bank credit and loan funds are mainly derived 
from the banks’ own funds, financial appropriations from the state, various 
kinds of deposits (including those of enterprises, government organs, armed 
forces, capital construction units and savings deposits of residents in urban 
and rural areas) and issue of banknotes for normal use. The main task of 
banks is to grant loans to industry, agriculture and commerce to serve as 
circulating funds for the purpose of maintaining production and meeting 
temporary and short-term turnover needs in the circulation sector. In general, 
they should not be used to defray financial expenditure or used for large 
capital consiruction projects. It is permissible to appropriately undertake 
a little technical renovation and equipment renewal provided it does not cost 
tco much money and can produce quick results and large benefits. But they 
mist be appropriate amounts and cannot be too large. On the one hand, we 
must see if the banks have sufficient funds to grant such loans, and on the 
other hand, and this is even more important, we must see if the requisite 
material resources for construction are available or not and must also prevent 
against credit inflation. At the same time, we must guard against the banks 
issuing more banknotes to finance capital construction, because this not only 
cannot really speed up construction but can also bring about currency infla- 
tion, a rise in commodity prices and monetary devaluation. Hence, financial 
balance must be jointly considered with credit and loan balance and they must 
support each cther. They should not squeeze each other out but sust help 
each other to effect a balance. Bank credits and loans should support the 
normal needs of various quarters. They should not be used blindly to purchase 
unwanted and/or damanged and substandard goods, since this may keep funds 
idle and form unreal financial receipts. At present, we should endeavor tc 
speed up the circulation of funds. Utmost efforts must be made to tighten 
bank credits and loans, in the endeavor to "make dead things alive.” Do 

not be afraid of people accusing you of not supporting production. 
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Third, foreign exchange balance. At present, this balance is becoming more 
and more important. If not well effected, it can have serious consequences. 
In particular, under the present setup, a relatively large number of people 
have the authority to sanction foreign exchange outlay and lack the necessary 
initiative and sense of responsibility, while only a relatively small number 
of people engage in raising and collecting foreign exchange for the state 

and are not at all highly enthused about their work. The situation is like 
everybody spending money while a single person has to do the repaying. More- 
over, at present our level of economic management is very low. If this situa- 
tion is not rectified, problems can easily arise. Foreign exchange must be 
under unified control. It must effect an overall balance. In handling it, 
we must “look ahead and behind.” On the one hand, we should endeavor to 
expand exports, actively develop the tourist industry, encourage overseas 
remittances, and increase foreign exchange earnings. On the other hand, ve 
should restrict our limited amount of foreign exchange holdings to the most 
necessary and most effective uses. We should “make careful calculations and 
have a strict budget,” exercise effective contro] over the export trade, 
protect our national industries, and effect economy on the noncommercial 
foreign exchange outlay. Foreign capital may be utilized but it should be 
utilized well. The extent of its use must be kept under control. Foreign 
countries usually abide by the rule t'at the principal repayment and interest 
payments on their foreign loans should not exceed the limit of 20 percent of 
their foreign exchange earnings for the current year. Our limit should not 
be as high as that. 


Fourth, the balance of material resources. The balance of material resources 
is the foundation for a financial balance and a credit and loan balance. If 
both of the latter have effected a balance, then, generally speaking, the 
gross volume of society's goods resources and gross demand should be basically 
balanced. However, in regard to the products themselves, there can also 
exist an imbalance. Some may have a surplus, some, in dire shortage. This 
will require of us to make an adjustment by means of production, or through 
export and import trade or by increasing or decreasing the quantity of stocks 
held in the warehouse:. In addition, at times there may occur an imbalance 
in total quantities. This is related to the current system in force, as well 
as such factors as the presence of some unreal revenues in the budget. It 
comes about because at present our control of money and of material resources 
is under two separate systems. Conditions of poor coordination frequently 
occur. Those allocated money may not necessarily have been allocated goods, 
and vice versa. Those allocated goods additionally have to seek the alloca- 
tion of money while those already allocated money have to look for the goods. 
This inevitably causes the general balance to be disrupted. The focal point 
here is that we must affirm one principle. It is that the allocation of goods 
must firmly conform with the allocation of money and that goods can be allo- 
cated only to those who have the money. Hence, we should do the utmost to 
reduce the direct allocation of material resources. Furthermore, there is 
still another problem concerning the balence of material resources. It is: 
should some leeway or flexibility be allowed, and if so, to what extent? In 
my opinion, each case warrants different treatment. Thus, in the case of 
material resources such as grain, coal ani charcoal, table salt, and so on, 
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a greater flexibility should be allowed. Whereas in the case of certain other 
products, such as bicycles, sewing machines, wristwatches and so on, no leeway 
should be allowed, because no harm can be done if such goods happen to be in 
short supply for a time. Also, it should be further pointed out that in the 
case of certain products, amply leeway in their production capacity should 

be retained. This applies to electric power, steel products, and so on. 


Fifth, a market balance. This principally refers to the balance between social 
purchasing power and the available quantity of commodities. People are gen- 
erally more familiar with this balance. In the past, we devoted such attention 
to the balance between the total quantities. Hereafter, we should go a step 
further and turn to the balance between their constituents and to the balance 
between the localities, in order to enable the masses to purchase locally 
suitable commodities to their satisfaction. For this reason, we must con- 
tinuously conduct investigation and research on the markets and make fore- 
casts of future trends to guide production. At the same time, in the course 

of effecting the market balance, we must learn to make good use of the price 
factor, because it plays an important role in realizing the balance of supply 
and demand. We can reduce the prices of those goods that are not readily 
saleable while in the case of goods in brisk demand we can increase their 
prices. In particular, non-essential goods in the people’'» lives should be 
subjected to active regulation by means of pricing, rather than allowing 
exploitation by speculative elements or the growth of unhealthy tendencies. 


Sixth, a balance of labor power. This related to the rational distribution 

of the manpower resources so that labor power and technical capacity required 
by the production and construction units can be satisfied and so that at the 
same time necessary arrangements can be made for sufficient labor power. 

Labor employment will continue to be a big problem for a time to come. It 
deserves serious study by the planning departments at various levels. One 
intriguing problem well worth our deep thought is: why is it that while the 
0.8 coefficient of dependents of staff and workers in our urban areas (meaning 
each staff and worker supports only 0.8 family dependent) is the lowest in 

the world, there are still so many people awaiting employment in our country? 
I believe that this problem hinges on three factors: 1. Youngsters are 
getting jobs even before they have beer adequately trained. Working at an 
early age and having to undergo training at their posts involves extravagance 
and disrupts control on the part of the enterprises. 2. Among the middle- 
age people, the proportion of working women is too high. Socialization cannot 
reach many kinds of household work and frequently husband and wife of a 

family are both kept exceptionally busy. 3. Among the old-age people, those 
who should have retired have not retired. This state of affairs ceserves 

our study and rectification. 


The balancing of all six phases mentioned above should come under the unified 
care and handling of the planning departments. This is eo ordained by the 
nature of the planning organs themselves. If this is not done, then the so- 
called strengthening of the overall balance will be just empty talk. A 
unified balance does not mean unified control. Under a unified balance, 
control must be carried out by grades. sS8ut this graded system does not mean 
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that everybody can act according to their own wishes. Rather, a unified plan 
must provide guidance for all activities and in the case of certain important 
activities they must go through a definite procedure of appraisal and approval. 
Only in this way can we bring about the integration of the unified nature 

and the flexible nature of planning. 


CSO: 4006/369 
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NATIONAL POLICY AND ISSUES 


"JINGJI YANJIU' ON TECHNICAL TRANSFORMATION 
HK301233 Beijing JINGJI YANJIU in Chinese No 2, 20 Feb 82, pp 24-31 


[Article by Sun Shanggqing [1327 1424 3247]: “Exploration on Technical Trans- 
formation" ] 


[Text] Premier Zhao Ziyang put forward the 10 principles for the future 
economic construction of our country at the fourth session of the Fifth NPC. 
One of these principles is "carrying out technical transformation step by step 
in key units and making the maximum use of existing enterprises." The defin- 
ite formulation and implementation of this principle is one of the major signs 
marking the significant change in our strategy for economic development. It 
has profound significance both in theory and in practice. 


It is known that the rapid growth of social production force is an immediate 
necessity for consolidating and developing our socialist system. It is also 
one of the fundamental tasks in our modernization program. There are three 
basic channels for raising productive force: 1) to increase the number of 
workers and the amount of means of production; 2) to reasonably organize the 
factors of productive force; 3) to carry out technical transformation. Under 
given scientific and technological conditions, there is no doubt that the sinm- 
ple increase and the reasonable organization of means of labor, subjects of 
labor and laborers are important methods for raising productive force. How- 
ever, the possibility for and margin of the growth in this way are linited. 

In contrast, the method of carrying out technical transformation can achieve a 
continual and unlimited growth of productive force. Therefore, in orde: to 
raise productive force, there is not only a necessity to increase the number 
of laborers and the amount of means of labor and to greatly improve and con- 
tinually rationalize the organization of productive force, but more importance 
should be attached to technical transformation, continously carrying out tech- 
nical innovation and techno »gical revolution. In view of the current economic 
situation of our country, now is the time to lay the emphasis of our production 
and construction on technical transformation. 
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The Urgent Necessity of Carrying out Technical Transformation in Existing 
Enterprises 


When we talk about technical transformation, it should include technical trans- 
formation in all sectors and trades of the national economy, also incly iing 
that in existing enterprises. At present, the technical transformation of 
existing enterprises in our country has become a very prominent problem. This 
is because: 


First, in the past, the building of new enterprises wes the chief method we 
used for raising productive force and expanding reproduction. It was ab- 
solutely necessary while laying the foundation for industrialization. By build- 
ing a large number of new enterprises, many gaps in our industry were rapidly 
filled. With these new industrial sectors, the level of material and techno- 
logical foundation of the national economy has been raised; and an independent 
and relatively integrated industrial system and national economic system have 
thus been established. Now, China already has 400,000 enterprises in industry 
and communications; the material and technical foundation has attained a 
considere>le scope and level; a complete range of industrial sectors has been 
basically established and can supply a complete range of products. Therefore, 
for a rather long period in the future, we should raise our productive force 
and expand reproduction chiefly by carrying out technical transformation in 
existing enterprises. Through technical transformation, the technological 
levei of existing enterprises will be able to rise continually and their initia- 
tive will be brought into full play. This course will yield faster results 
and bigger economic returns and call for small investments than the building 
of new enterprises. This is an important change in our economic strategy. 
Correspondingly, technical transformation of existing enterprises has become 
an important affair concerning our future economic developwent and the over- 
all situation in production and construction. 


Second, after the socialist transformation of the system of private ownership 
of the means of production was basically completed, the focus of party work 
should have been shifted mainly to a rapid development of productive force 
through technical innovation and technological revolution. However,:due to 
past deviations, the shift was delayed by as long as 20 years, and did not 
start until the 3d plenary sessionof the llth CCP Central Committee. Since 
new China was founded, we have built a large number of enterprises. Much of 
the equipment introduced from abroad or made by ourselves was then rather ad- 
vanced. But, because we did not thoroughly understand the importance of 
science and techmology, did not correctly estimate the progress of technology 
and neglected, to a serious extent, technical transformation of existing 
enterprises, the technology was not able to be continually replenished and 
improved; in addition, the transfer and spread of advanced technology between 
different departments, trades, enterprises and areas was not properly organ- 
ized and expedited either. At present, our scientific and technological level 
is still rather low; and in particular, the general technical conditions of 
our enterprises are still backward. This state of affairs is extremely un- 
suitable to the needs of our modernization program. Therefore, when the focus 
of party work has been shifted to the modernization program and the party 
central authorities have concentrated on economic work, it is naturally neces- 
Sary to put the:problem of carrying out technical transformation in existing 
enterprises on our present work agenda. 
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Third, regarding the present specific conditions, technical transformation of 
enterprises is indeed an instant economic and technological work which brooks 
no delay. Phenomena such as obsolete equipment, outdated technology and in- 
accurate testing and measuring instruments are very common and serious, result- 
ing in poor product quality, poor performance, lack of variety, high consum- 
tion and other serious consequences. According to data of the departments 
concerned, in the fixed assets valued at over 440 billion yuan in the state- 
owned industrial and communications enterprises, about 1/4 need to be updated 
and transformed. In the machine-building industry, which provides all the 
departments of our national economy with technical equipment, most oifits 
equipment remains at the level of the 1950's. Over 60 percent of its products 
remain at the level of the 1940's or the 1950's; the other 3 percent or more 
are at the level of the 1960's; and less than 5 percent are up to the level 
of the 1970's. Most of the equipment in the textile industry also remains at 
the technical level of the 1940's and the 1950's; over 20 percent should be 
replaced. Because of the outdated equipment, the metallurgical, chemical and 
building material industries have to consume 20 to 30 million tons of coal in 
excess of their quotas. Technology and equipment in communications and trans- 
portation are also backward. Equipment in a number of old enterprises there 
has become severely worn-out, even simple reproduction cannot be maintained. 
The number of factory building, and public utilities that have been in dis- 
repair for a long time in the old industrial cities is quite large, thus af- 
fecting production. Safety devices in some enterprises, especially some in- 
dustrial and mineral enterprises, are not complete and the working environ- 
ment is severely polluted. All this shows that technical transformation, in- 
cluding the updating of production equipment, technological designs, and means 
of testing and measuring, has become an immediate problem requiring proper 
soiution in the current economic development. 


Technical Transformation Is a Strategic Measure 


In an enterprises, continual technical transformation is its lifeblood. As 

it is known, an enterprise is a grassroots economic unit. Under the conditions 
of a socialist economy, whether the plans for economic development can be 
smoothly fulfilled will depend largely on the economic results yielded by the 
individual enterprises. In order to achieve better fulfillment of the assign- 
ments laid down in the state plans and to supply a steady flow of readily 
marketable products of high quality and low prices to satisfy the needs in 
construction and in the people's lives, all enterprises should make a great 
effort not only to improve their management and operation skills, but also to 
raise their technological level. They should take measures of technical trans- 
formation to improve product quality, lower consumption and increase production 
capacity. Meanwhile, old products which are out-of-date and unwelcome should 
be replaced with new products with better properties that are better able to 
meet the demands. In a well operated socialist enterprise, the technical 
capability to upgrade and update its existing product ranges should always 

be maintained. While carrying on mass production of its existing lines of 
products, a part of capacity should be used to produce new products which will 
eventually replace the old lines, thus satisfying and attracting new demands. 
Furthermore, technical capacity should be prepared and reserved for promising 
products. If an enterprise hopes to keep its vitality and be readily adapt- 
able to the changing conditions, it must continually conduct technical trans- 
formation in a planned way. Otherwise, the vitality of the enterprise will 
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gradually wither. Since technical transformation is a fundamental method for 
strengthening all the grassroots production units, and since the development of 
the whole national economy must, in the firal analysis, depend on the results of 
individual enterprises’ activities, technical transformation of enterprises can 
be said to be a strategic measure concerning the overall situation in our eco- 
nomic development. 


Then, viewed from the internal relations of the economic process, technical 
transformation of enterprises, by means of updating equipment and purchasing 
new technology and equipment, will raise a great deal of new demands on the 
departments producing means of production. To satisfy these demands is a 
long-term task for heavy industry, such as the machine-building and metallurgi- 
cal industries. This is also the way out for heavy industry, for which there 
is currently a dearth of production assignments. Heavy industry is basic- 
ally a production sector which produces means of production. On one hand, it 
must provide itself with better technological equipment; on the other hand, 
it must supply new means of production for the production of consumer goods. 
It must not on}y serve new enterprises, but also existing enterprises. How- 
ever, in the past, the policy of giving priority to the development of heavy 
industry was one-sidedly implemented for a long time. Importance was only 
attached to quantity, but quality was neglected. The service scope of heavy 
industry was too narrow, its main purpose being to supply only new enter- 
prises with equipment and raw materials. In addition, technical transforma- 
tion in heavy industry was also neglected. All this resulted in an unreason- 
able internal structure of heavy industry, technical makeup and product ranges. 
Thus the temporary occurrence of a deatthof production assignments and decline 
of production in heavy industry was inevitable and necessary in the economic 
readjustment. In order to lead heavy industry on to a correct track of de- 
velopment, it is necessary to expand its service scope, readjust its service 
orientation, give first priority to serving the technical transformation of 
existing enterprises (including heavy industrial enterprises), readjust the 
internal structure of heavy industry andits product ranges in the light of 
its service objectives, and improve its technological adaptability. Thus it 
can be seen that, technical transformation and equipment renovation in exist- 
ing enterprises cannot only greatly increase the production assignments of 
heavy industry, but it can step up the readjustment inside heavy industry and 
bring the due role of heavy industry into play in the national economic de- 
velopment. Only when heavy industry can continuously supply all economic 
departments with equipment of better and better technological properties, 

can all agriculture, light and heavy industry be invigorated. But the cur- 
rent state of affairs in heavy industry shows that it is still unable to play 
such an active role. So, while talking about rescuing heavy industry, no 
consideration has been given to the readjustment of its internal structure 
and no effort has been made to adopt it to the needs of technical transform 
ation. That will not help solve the problems, but will probably bring some 
adverse side effects. Only by serving technical transformation of the national 
economy, and primarily the technical transformation of existing enterprises, 
can heavy industry find a way out toward vigorous development. Thus overall 
prosperity can be brought to the national economy. 





The current financial difficulties are one of the adverse factors in our eco- 
nomic development. The fundamental method for overcoming these difficulties 
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and increasing construction funds lies in development of production and bet- 
ter economic results brought by this development. While emphasiz‘ng develop- 
ment of production, we should never forget the lessons in the past when, for 

a long time, production growth rate was high, but the growth of national in- 
come was slow and economic results were poor. In order to develop production, 
we should first pay attention to technical transformation because technical 
transformation in enterprises can create the basic material conditions under 
which we can increase production of products of high quality, reduce consump- 
tion and offer more wealth to the society. It is also a precondition for in- 
vigorating and expanding the circulation of means of production and consumer 
goods in the society. The increase in the amount of social commodities pro- 
duced and in the amount of circulation is the basis for the increase of finan- 
cial income. Not long ago, some enterprises practicing trial-point expansion 
of autonomy conscientiously carried out technical transformation. In the 
period of 1 year, their profits doubled and redoubled with the part turned over 
to the state increased also. This shows that we should not merely see that 
technical transformation needs mmey spent on it, but we should attach import- 
ance to the basic fact that it can greatly benefit the society. So, we can 
say, technical transformation is one of the basic and strategic measures for 
overcoming the current economic difficulties. 


To sum up, our modernization requires that our national economy should be 
gradually shifted to a new advanced technical foundation. To this end on one 
hand, we should build a number of new enterprises equipped with advanced tech- 
nology in line with the actual demands and possibility; on the other hand, we 
should conduct technical transformation in existing enterprises and continual- 
ly improve their technological level. The primary and secondary positions of 
these two aspects should be properly adjusted and coordinated in the light of 
the specific historical conditions and demands, so as to reduce errors and 
mistakes to a minimum and speed up our modernization program. In developing 
the economy, we should shift the old measure of putting the building of new 
enterprises first to the new measure of putting technical transformation of 
existing enterprises first. This is a new road of economic development, which 
is absolutely different from the old road characterized by large investment 
but low efficiency and poor results. 


Experience in developing the economy both in China and abroad has proved that 
modernization of the national economy should not and cannot start all over 
again while breaking away from the existing industrial foundation. In the 
years to come, it is still necessary to build a small number of modern enter- 
prises, espetially those that can fill gaps and can supply much-needed prod- 
ucts, but these new enterprises should always account for a very small part 

of the entire national economy. Products needed by the society at present 
should generally and basically be provided by existing enterprises. Moreover, 
after starting production, newly-built enterprises also become existing enter- 
prises. Therefore, in our modernization construction, we can never neglect 
existing enterprises while just giving our main effort to building new enter- 
prises. Gradual realization of modernization in existing enterprises forms 

the major foundation for the modernization of the national economy. While only 
technical transformation can gradually modernize existing enterprises. In my 
ofinion, technical transformation in existing enterprises is a road of develop- 
ing the ecoromy, characterized by fairly low risk, faily full assurance and 
fairly quick progress. 
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The General Aim of Technical Transformation Is To Improve Socioeconomic Re- 
sults 


When an enterprise conducts technical transformation, it is certain that it 
will consider the improvement of its economic results. But as an enterprisé 
under the socialist system of public ownership, its own interests should not 
be considered as the only aim. Consideration should be given to the economic 
results of the whole trade or the whole department. Particularly, it must be 
subordinated to the overall benefits of the national economy. In a socialist 
system, the interests of an enterprise and the overall interests basically co- 
incide, but contradictions do exist betwen these two aspects. Therefore, it 
is essentially important to set the improvement of the overall economic re- 
sults as the final aim in conducting technical transformation. 


In order to improve the socioeconomic results, it is necessary to find out 

keys and focuses which influence the overail interests. Since technical 
transformation is always limited by various subjective and objective condi- 
tions, adding to various complicated and overlapping relations in the national 
economy, focuses of technical transformation will surely be shifted in the 
course of economic and technological development. But within a given period 
of time, focuses of technical transformation should be put on those items which 
can exert the greatest influence on the improvement of socioeconomic results. 
In general, the actual focuses of technical transformation should be those 
items which can directly and effectively overcome the weak links and help solve 
the most urgent problems in the national economy and those which can influence 
a broad sphere and play a leading role. At the same time, they must be feas- 
ible, provide fairly large and quick returns, and require fairly little invest- 
ment. 


Energy and transportation have become two major factors influencing the cur- 
rent and future development of our economy. Great efforts need to be immed- 
iately devoted to their development. Therefore, we should give priority to 
the technical transformation in these two industries. Further development of 
consumer goods is an important measure for satisfying the people's demands, 
withdrawing currency from circulation, expanding exports and increasing state 
revenue. So, importance should also be attached to the technical trans forma- 
tion in the light and textile industries. The machine-building industry sup- 
plies technical equipment to all departments of the national economy. Unless 
the machine-building industry's technical transformation is put to the fore- 
front to a certain extent, it cannot properly coordinate, but will even hamper, 
the technical transformation in other industrial departments. Of course, other 
industries are also important and significant in the national economy. But, 

at present, there are too many problems left over by history. It is imposs- 
ible to solve all of them at the same time. Importance and urgency should be 
well distinguished among them, thus we can concentrate our strength and solve 
them in a planned way. Therefore, it is very necessary to sort out the key 
enterprises and the priority industries. Even in these key enterprises and 
priority industries, there are still key projects. Transformation can never 
be conducted indiscriminately in..everything in the immediate future. Enterprises 
and industries which do not enjoy priority also have their own emphases. Key 
projects and nonkey projects always overlap. 
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It seems that, when talking about determination of key areas in technical trans- 
formation, the method of only sing industries and enterprises to make arrange- 
ments is not enough; it should be combined with the method of making arrange- 
ments for projects and products so that, with the main emphasis on projects and 
products, it is easy for us to control our actual work, and is conducive to im 
proving the socioeconomic resu)ts. For example, the utilization rate of energy 
in our country is still quite Jow and its waste is serious. There are nearly 
200,000 boilers in our country. Their thermal efficiency is only about 55 
percent, but they consume 1/3 of the national output of coal. Among them, the 
thermal efficiency of 60,000 old boilers is only 30 to 40 percent. Compared 
with the better boilers, the thermal efficiency of which is 70 to 80 percent, 
the old boilers consume 40 million tons more coal in a year. If we reform 
these 60,000 old boilers first, 4 million tons of coal will thus be saved in 

a year. By building new industrial boilers, the saving of 1 ton of coal needs 
an average investment of over 200 yuan; but by reforming the existing boilers, 
the saving of 1 ton of coal just needs 60 yuan. While over 200 yuan of in- 
vestment is needed in the exploitation of 1 ton of coal, that does not include 
the expenses in transporting the coal. For another example, there are nearly 

1 million “liberation” brand trucks running in our country. Their consumption 
of gasoline is 20 percent higher than other advanced trucks, thus they con- 
sume of 11 million tons more gasoline, the value of which is equal to the in- 
vestment in the construction of a large automobile factory. In addition, we 
burn a large amount of valuable petroleum as common fuel. If we can use WO 

to 40 million tons of coal to replace 15 to 20 tons of petroleum in the next 
decade, that petroleum can be used to achieve better economic results. This 
aspect alone can bring us a grain of 10 to 20 billion yuan. The effective 
utilization of energy must be realized through the technical transformation 

of every type of energy-consuming machinery. 


Therefore, we should lay our emphasis of technical transformation on reducing 
energy consumption in production and transportation, raising the utilization 
rate of energy and replacing petroleum with coal. In view of the drawbacks, 
such as high consumption of labor, poor quality and properties of products, 
lack of variety and assortment and unadaptability to demand, we should also 
lay emphasis on those tiems which can lower consumption of raw materials, in- 
prove existing products and help to create a new generation of products, de- 
velop new products and production capacity in line with the economic require- 
ments of mass production, and also those items which can rationalize the utili- 
zationof various material resources and improve the capability of comprehen- 
sive utilization of materia’ resources. Correct determination of priority 
items is an important guarantee for achieving the goal of improving socio- 
economic results. It should be pointed out that importance should also be 
attached to those techndtal transfermation projects which can help promote 
production safety and environmental protection and can help to lighten the 
load of manual labor, even if they do not bring direct economic benefits. 
They are still a requirement for raising the overall effect of the socialist 
economy, therefore they should also be given more consideration. 
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Technical Transformatioa Should Be Conducted Step by Step in Order of Import- 
ance 


The general technological level of our country is low, and now, the moderniza- 
tion program requires that we must raise our technological level as fast as 
possible. So, we should carry out technical transformation instantly and 
actively. However, any specific technical transformation must be provided with 
corresponding funds, technological foundation and management level. There are 
still some difficulties in all these aspects. Moreover, science and technology 
is developing continuously day after day, technical transformation must be a 
continuous and unlimited process. It is also very complicated to determine 

a promising technology, therefore we should understand that technical trans- 
formation is an arduous, complicated and long-term task. 


Technical transformation should proceed from actual needs and be conducted in 
a planned way in the light of the specific conditions of a given period. We 
must prevent the erroneous deviation whereby consideration is not given to 
the subjective and objective conditions, feasibility and the economic results, 
but there is a headlong rush into mass action. In order to carry out tech- 
nical transformation step by step in order of importance, it is necessary to 
do a good job in planning. 


Firet, technical transformation should be placed in the foremost position at 
all levels of planning for economic development, and construction of new 
enterprises should be put in a secondary position. These two aspects should 
be arranged in a unified manner, thus funds, materials and technological 
strength can be comprehensively balanced. In making an overall plan of tech- 
nical transformation, we should correctly determine those trades, products 
and key enterprises and key capital inst allationswhich can exert great in- 
fluence on the current and future development of the national economy. We 
should sort out the important scientific and technological problems and organ- 
ize strength to solve them. Plans of various departments and trades should be 
submi .ted to the guidance of this overall plan. They should work out mainly 
the’ ¢ orientation and emphases of technical transformation, and properly and 
reasonably combine technical transformation with the fulfillment of their 
present production assignments. Plans of enterprises should specifically de- 
fine their items to be transformed. They should prepare all the necessary 
conditions to make the plans workable. They should map out their time tables 
and their expected results with careful calculation. Their plans should be 
submitted for discussion among the workers and staff. 


Next, we are implementing the policy of readjusting, restructuring, reorgani- 
zation and upgrading the national economy. Technical transformation must be 
combined with economic readjustment, industrial reorganization and enterprise 
consolidation. PF ans of different trades should meet the demands of economic 
readjustment and industrial reorganization. Attention should be paid to de- 
veloping coordination among specialized departments and improving the ration- 
ality of the industrial structure and product ranges. Economic readjustment 
requires the constructionof a number of new projects in energy, transportation, 
and posts and telecommunications departments, but technical transformation of 
existing enterprises should get special attention. These two aspects should 
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be properly coordinated. Technical transformation must be conducted after 
the enterprises are well consolidated. Those enterprises, which should be 
“shut down, suspended, merged or switched" and those which have not completed 
the work of consolidation should not start technical transformation. 


Finally, plans of the key cities should be an intermediate link between over- 
all and trade plans on one side and enterprise plans on the other. Plans of 
these cities can play an important role in carrying out technical trans forma- 
tion systematically. Most of our state-owned industrial enterprises are lo- 
cated in these key cities, especially in the several large coastal cities. 

In the aspects of technological and management levels, conditions for coordina- 
tion and technical strength, these key cities have an advantage. However, in 
these cities, there are a large number of old enterprises which are backward 
in technology and in which factory buildings are in disrepair. The public 
projects there also call for urgent transformation. By mapping out plans for 
these cities and ensuring their smooth implementation, mre than half of the 
state-owned industrial enterprises can thus be led on to a correct “rack of 
technical transformation step by step in order of importance. This will ef- 
fectively promote technical transformaton in the entire national economy. The 
plans of these key cities should completely comply with the demands of the 
national overall plan and the plans of different departments and trades. While 
mapping out these plans, consideration should be given to the specific condi- 
tions of these cities, linking the local plans with the demands of various 
departments, properly determining the key aspects, grasping the keys, coordina- 
ting all kinds of relations and mobilizing all kinds of strength. The coordi- 
nation in technical transformation is very complicated; it is not possible to 
make concrete arrangements for it in the national plan; neither can trade 

plans be workable without the detailed arrangements by the key cities. There- 
fore, great efforts should be devoted to doing a good job in mapping out the 
plans of the key cities under the guidance of thecentral depar=ment concerned. 
While planning technical transformation, consideration should also be given to 
reconstruction and development of these cities, so that, along with the tech- 
nical transformation of enterprises, these old cities can gradually accomplish 
their overall reconstruction. In the course of this, we can prepare the neces- 
sary conditions for gradually dividing the whole country into several economi- 
cally rational economic zones which are centered on the key cities and provided 
with different technological levels and specific advantages. 


Several Problems That Need To Be Properly Understood and Handled 


/1. Proceed From Specific Conditions, Adopt Practical and Advanced Technol- 
ogy./ [Passage within slantlines in boldface type] 


In general, the more advanced technology is the better, but there must be a 
series of n*cessary conditions to achieve the economic results brought about 
by advanced technology. Technical transformation is a process in which ad- 
vaned techniques continually replace outdated techniques. With adopting new 
technology, we must proceed from the specific conditions of our own country, 
our own trades and our own enterprises, thus yielding better and larger bene- 
fits. While introducing foreign advanced technology, we should first take 
actual needs into account and determine whether the technology is suited 

to the conditions of material resources in our country and to our technologi- 
cal and management level. Only by do doing, can we make effective use of the 


30 








technology to make improvements and create new things on the basis of under- 
standing and assimilating it. 


Besides, we have a great deal of advanced achievements in our own scientific 
research conducted over many years. We should also make full use of then. 
Along with the transfer of science and technology from laboratories to pro- 
duction, from military use to civil use, from coastal areas to inland areas 
and from other countries to China, all departments and enterprises in our 
national economy will adopt more and more practical advanced technology de- 
veloped at home or abroad. 


Due to the problems of a large population in our country but a weak technologi- 
cal foundation, together with the underdeveloped economy, our technological 
makeup is characterized by many levels, and for a long time, its pyramid 

shape will remain, that is to say, automated and semiautomated technology at 
the top of this structure will not be able to rapidly spread, mechanized and 
semimechanized technology will play an important role, and manual labor will 
still account for a large proportion. At present, such a technological make- 
up is in conformity which China's specific conditions and is reasonable. But 
that does not mean that we can neglect the adoption of advanced technology in 
the course of technical transformation. Instead, it means that while carry- 
ing out technical transformation, consideration should be given to the rational 
technological makeup of our country, preventing the practice of indiscriminate- 
ly pursuing new or foreign things. Along with the development of science and 
technology and the adoption of practical advanced technology, changes will 
occur in the proportion between techniques of different levels, thus promoting 
progress in China's technological makeup. 


The fundamental aim of technical transformation is the improvement of produc- 
tivity, which forms the material basis for the progress of humanity, and also 
for the development of socialism. Therefore, we should not absolutely set the 
conditions of a large population and many people waiting for employment 
against technical transformation and the adoption of advanced technology. 
These two problems contradict each other under some conditions. The funda- 
mental resolution of this contradicticn lies in continuously improving pro- 
ductivity. As is known, only under the condition that the scope of produc- 
tion remains unchanged does improvement of productivity mean a reduction of 
employment. While all kinds of products in our country are now far from meet- 
ing the demands, the scope of production is bound to expand, then improvement 
of productivity can increase employment in production departments. What is 
more important is the fact that, along with the improvement of productivity, 
the surplus products of society will greatly increase, thus helping to great- 
ly develop those nonproduction departments, such as cultural, scientific, 
educational and health departments, which serve production and the people's 
life. More and more people will be employed in these departments. It can thus 
be seen that only when social productivity has been greatly improved can the 
way for more employment be opened. If the problem of employment .s solved 

at the expense of productivity, the way will become narrower and narrower. In 
the long term, provided we continually improve productivity by carrying out 
technical transformation, strictly control the growth of population and 
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develop more technology-intensive industries, the contradiction between a 
large population and the adoption of advanced technology can surely be over- 
come. 


/2. Arouse the Initiative of Enterprises, Correctly Handle the Relationship 
Between Technical Transformation and Renewal of Equipment./ For a long time, 
we emphasized examining enterprises on the growth of their output and output 
value, thus resulting in the problem that the enterprises just one-sidedly 
pursued the expansion of their production capacity. Some of them even shifted 
the funds for technical transformation to other purposes, aggravating the prob- 
lem of unreasonable pricing of new and old products, due to which some enter- 
prises were not able to yield higher profits by carrying out technical trans- 
formation than by just maintaining the production of old products. That is an 
important reason why they cannot make substantial progress in technology, 

no matter how many funds from different channels they have for technical trans- 
formation. Unless this problem is rapidly solved, the strategic shift of 
using technical transformation of existing enterprises as the major measure 

for expanding reproduction will never be actually implemented. 


Technical transformation should include the renewal of equipment, which is 

the major seasure for carrying out technical transformation of enterprises. In 
this sense, we can say that technical transformation has to depend on the re- 
neval of equipment. In general, the renewal should not be the simple change 
from old to new. Instead, advanced technological equipment should be adopted 
as much as possible, continuously accumulating new technology in enterprises, 
gradually shifting the whole production process onto the basis of advanced 
technology. That is to say, technical transformation and the renewal of equip- 
ment should be linked with each other. The modernization of existing enter- 
prises is a process of gradual evolution in which the results of technical 
transformation are accumulated step by step, thus a quality leap can arise 
from the quantitative progress. 


While carrying out the updating of equipment, we should keep the modern tech- 
nological economy in perspective, and we should analyze the saving of “repair- 
ing and utilizing old and discarded things". When there are serious shortages 
of goods and materials, and sometimes there is even the danger of having to 
halt production due to lack of new equipment and spare parts, it is absolutely 
necessary to repair and utilize old equipment and spare parts. If new equip- 
ment with better properties, which can consume less energy and fewer raw ma~- 
terials, is not available; or if the cost of repairing old equipment is 

much less than the cost of new equipment, and the repaired old equipment can 
be as precise and efficient as the new equipment, in order to maintain the 
continuity of production, we can say that, it is necessary to "repair and 
~tilize old and discarded things.” It is unadvisable to sweepingly advocate 
this saying in technical transformation without linking it to specific con- 
dtions. 


The only standard for judging whether or not renewal should be carried out 

is the economic results. It should not be determined simply on the basis of 
how long the equipment was used for. Besides making full use of the potential 
of existing equipment, we should try to rapidly replace the old equipment 
with poor properties and high consumption with new equipment. Equipment that 
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consumes or ever wastes large amowts of energy, even if it is just operated 
for a short time, should be replaced, for the cost of energy it consumes over 
3 to 5 years is even higher than the cost of new equipment which consumes less 
energy. It will not pay to -verhaul some old equipment, for its precision, 
properties and efficiency have greatly declined, and more trouble is certain 
to occur if it continues to be operated. In this case, it would be better to 
renew this equipment. Enterprises should first renew the key equipment, which 
can lead to the innovation of technological methods and procedures. We should 
carry out overall technical transformation step by step in the light of the 
tendency of scientific development. It is not possible and not necessary to 
renew all equipment at once. 





/3. Reasonably Arrange Channels of Funds, Make Good Use of Foreign Capital./ 
Besides funds from the state budget, for technical transformation, we can also 
make use of the following funds: depreciation funds; funds for development 
production reserved by enterprises; Bank loans and other funds raised by enter- 
prises themselves; foreign capital which can be utilized. At present, it is 
definitely important to make good use of, and properly manage, all kinds of 
funds. At the same time, we should study the problem of readjusting channels 
of funds, thus utilizing them more effectively for the purpose of technical 
transformation. 


It is necessary to allocate a certain amount of funds in the state budget for 
this purpose, but this channel should be controlled and gradually diminislied, 
because these funds can be used without compensation and their results cannot 
be supervised economically. Some experiments of changing the method of funding 
capital construction from state appropriate to bank loans have achieved satis- 
factory results. We can do the same when financing technical transformation, 
gradually increasing the part of funds from bank loans. Banks should encour- 
age technical transformation with their hoans and preferential interest rates 
should be used for them. Banks should also help enterprises to analyze the 
economic results of technology, and at the same time, supervise the orienta- 
tion and results of utilization of the loans. Only for those technical trans- 
formation items which are not profitable or will not yield any returns in a 
short time, should the state make direct appropriates in order to improve the 
economic results of the entire national economy. 





The current average depreciation rate of fixed assets in industrial and commun- 
ications enterprises is only 4.2 percent. That is on the low side and cannot 
help renovation and transformation. In China, the depreciation rate of fix ed 
assets includes factory buildings and other utilities beyond production equip- 
ment. It is different from the same term in Western countries, where deprecia- 
tion rate is confined only to production equipment. Adding to the differences 
in economic system and technological levels, it is thus unadvisable to indis- 
criminately try to keep up with the industrialiied developed countries in this 
respect. But even according to Western standards, our depreciation rate is 
just 5.85 percent, and still on the low side. Since our state is now suffer- 
ing financial difficulties, it is impossible to rais: the depreciation rate in 
a wide sphere. But can we consider readjusting the rate in some key trades 

and in some key equipment first? Owing to the rapid development of science 

and technology, the speed of spiritual and material damage of fixed assets 
tends to be faster. It is inevitable that the depreciation rate will eventually 
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be raised. The current management of depreciation funds should also be improved. 
All these funds, now considered as a part of state revenue, should be given 

back to enterprises step by step. As an interim stage, we can consider 
appropriately raising the proportion reserved for enterprises (it is now 50 
percent). 


At present, our state is short of funds, adding to the arduous work of techni- 
cal transformation. It is not only possible but imperative that we make ef- 
fective use of foreign capital. Some key cities have achieved satisfactory 
results in this aspect by adopting various forms, such as joint ventures, co- 
operation, processing foreign materials and compensation trade, to utilize 
foreign capital. These measures can spend less money but achieve better re- 
sults than importing large and complete sets of equipment. After thorough 
consideration of the economic value and technological feasibility, we can make 
full use of foreign capital for the sake of technical transformation. This can 
bring existing conditions into better pley and has hardly any risks. 


/4. Improve Planning Management, Guarantee Smooth Implementation of Technical 
Trans formation. / 


In the past, the plans for the national economy at all levels concentrated 
on production plans. Materiais and goods were distributed according to these 
plans, but technical transformation was often neglected in these plans. Cul- 
tivation of scientific and technological personnel and expansion and develop- 
ment of scientific research institutions were difficult to incorporate in 
plans. Since ours is a planned economy, anything that is not incorporated in 
a plan will not be able to succeed. Over the last 2 years, planning work has 
been improved, further work should be done to properly arrange funds, goods 
and materials, and scientific and technological strength, so as to really 
guarantee the needs of technical transformation. 


At present, most of the state investment in fixed assets is occupied by the 
construction of imported projects of complete sets of equipment. But efforts 
should be made as much as possible to arrange funds for technical transforma- 
tion. We should also make full use of the funds reserved by enterprises, 
localities and some necessary scientific research and design institutions. 
Funds for trial-production of new products should be guaranteed. 


The current practice of distributing funds for technical transformation through 
multiple channels is also worth reviewing. Now, these funds are divided into 
three parts: 1) Funds for scientific and technological research and experi- 
ments and funds for trial-production of new products; 2) production funds; 

3) funds for purchasing new products. This division and transfer of funds, 
which are disjointed from each other, cannot help promote research, trial- 
production, and production and sale of new products. If we put all these 
funds, together with appropriations and loang, at the disposal of the produc- 
tion departments concerned, and let them utilize these funds in unified plans 
according to the stipulations concerned, coupled with the measure of sales 
credits on new products, these funds may be more effective. In addition, this 
can prevent the wits concerned from diverting the funds for purchasing new 
equipment to other purposes. There is no harm in trying this method on some 


energy-saving equipment. 








While making plans, consideration should be given to guaranteeing materials 
needed in technical transformation and the balance of funds. While distribut- 
ing materials, we should not only first meet the quantitative requirements of 
technical transformation of key enterprises and key iteme, but we should give 
the latest and the best equipment and raw materials to these units. We often 
say, "make an inventory of warehouses and make full use of materials in them." 
That is aimed at sorting out and utilizing the long-term overstocking of use- 
ful materials in warehouses, thus preventing waste. But in our work, this 
cometimes became an excuse to dump outdated equipment, while advanced equip- 
ment was then kept. This practice of “dumping the old and keeping the new" 

is harmful to technical transformation. Only if it is promptly utilized, can 
advanced equipment produce its due results. If it is kept in reserve and 

not put into operation, it will eventually become useless and outdated. The 
outdated equipment which should be scrapped can be melted down. According to 
calculation, replacing iron-ore with scrap metal for making iron and steel 

can give a 97 percent saving in energy, can lower air pollution by 86 percent, 
lower water pollution by 76 percent, and can save large volume of freight. 

On the contrary, this old equipment will cause adverse consequences if it con- 
tinues in operation. Therefore, the state should strictly control the prac- 
tice of transferring old equipment to lower levels. 


It should be pointed out that consideration needs to be given to the specific 
conditions in different trades while carrying out technical transformation. 
No single measure should be implemeated indiscrimately. In handling foreign 
trade and tackling foreign economic relations, attention should be paid to 
protecting the development of national industry, especially the machine- 
building industry. 


To sum up, technical transformation is a complicated, arduous and long-term 
task, it calls for the coordination of many fields. Consideration should be 
given to maintaining overall coordination and comprehensive balance to guarantee 
that this work proceeds in an orderly manner. We believe, by carrying out 
technical transformation, that the upgrading of the technological infrastruc- 
ture of our national economy will surely be speeded up, and that a new era of 
economic prosperity will be ushered in sooner. 


CSO: 4006/388 
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NATIONAL POLICY AND ISSUES 


"TIANJIN RADIO’ URGES STUDY OF ZHAO SPEECH 
HK180557 Tianjin City Service in Mandarin 2330 GMT 10 Mar 82 


[Station commentary: "Study Seriously, and Correct the Guiding Ideology on 
Economic Work" ] 


[Excerpts] Comrade Zhao Ziyang's important speech at the national industry 
and communications work conference has further expounded the party's guiding 
ideology on economic work. He stressed that we must shift all economic work 
onto the track of taking economic results as the center. Seriously studying 
this important speech is very important for guiding us in doing a good job 
in all economic work, promoting industrial production, truly embarking on a 
new road for developing the national economy, and speeding up the socialist 
modernization drive. 


For a long time, although our country scored very great achievements in 
economic construction, we followed a path of high investment and input con- 
sumption, poor economic results, and low increase in social wealth, due to 
the influence of erroneous leftist ideology. After the third plenary session, 
the Central Committee and the State Council put forward a whole series of 
correct guiding principles and policies on economic construction. In the 
practice of the past few years, we have accumulated experience and laid down 
a guiding ideology on economic work that is complete and relatively well- 
suited to our national condition. The government work report delivered at 
the fourth session of the fifth NPC gave an all-round and systematic exposi- 
tion on what road the country's economic construction should follow and how 
to improve economic results. Comrade Zhao Ziyang's important speech at the 
national industry and communications work conference expounded still more 
profoundly on improving economic results, taking planned economy as primary, 
regarding the whole country as a chessboard, straightening out and readjusting 
the enterprises in an all-round way, strengthening political and ideological 
work and so on. These issues are all important strategic notions in economic 
work. 


We must seriously study comrade Zhao Ziyang's important speech in connection 
with studying the government work report, to truly unite the thinking of the 
whole party with the Central Committee's strategic thinking. 


36 





To study seriously and correct the guiding ideology on economic work 
represent the key to making a success of all economic work. Studying the 
guiding ideology on economic work is an important content of strengthening 
ideological building. Party organizations at all levels must get a good 
grasp of this study task. In particular the leading cadres at all levels 
must take the lead in study. 


CSO: 4006/369 
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ECONOMIC PLANNING 


REPORT ON SICHUAN'S ECONOMIC DEVELOPMENT 
HK190846 Chengdu SICHUAN RIBAO in Chinese 5 Mar 82 p 2 


[Excerpts from report by Provincial Planning Committee chairman Zhang Ji 
[1728 2060] on execution of province's 1981 economic and social development 
plans and arrangements for the 1982 plans, delivered at fourth session of 
fifth Provincial People's Congress on 22 February 1982] 


[Text] Execution of 1981 Economic and Social Development Plans 


In 1981 continued development was made in the national economy of our province 
in the course of readjustment. By waging tenacious struggles against the 
disasters caused by exceptionally great floods and by persisting in rroviding 
for and helping ourselves through production, the cadres and the broac masses 
throughout the province succeeded in overcoming various kinds of difficulties 
and achieved new successes in industrial and agricultural production, capital 
construction, communications and transportation, finance, commerce, cultural 
and educational undertakings, public health, science and technology, people's 
livelihood and various other undertakings. The total value of industrial and 
agricultural output was slightly greater than the 1980 record level. In 
accordance with the major policy decision of the CCP Central Committee on 
carrying out further economic readjustment and on attaining further political 
stability, we directed our major attention to the following aspects: 


1. We attained steady developwent in industrial and agricultural production 
by firmly grasping agriculture, vigorously developing the production of 
consumer goods and readjusting the service orientation of heavy industry. 


In agriculture, we .urther implemented the various rural economic policies 

of the party, instituted various forms of the production responsibility systen, 
firmly grasped scientific farming and popularized ‘mproved varieties. While 
sparing no effort in promoting grain production, we also developed, according 
to the local conditions, industrial crops, diversified undertakings, commune- 
and brigade-run enterprises and household sideline occupations. The total 
value of agricultural output of the whole province was 14,070 million yuan, 

a 1.5 percent increase over 1980. Total output of grain was 65,900 million 
jin, an increase of over 600 million jin; that of oil-bearing crops, 19.5 
million tan, a 35.6 percent increase; that of cured tobacco, 520,000 tan, 

a 25.7 percent increase. Hogs slaughtered were over 33 million head, an 
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increase of 2 million head; total output of pork, beef and mutton was 3,780 
million jin, an increase of 350 million jin. As a result of heavy floods, 
cotton output dropped by 8.3 percent over 1980 and that of sugar dropped by 
4.2 percent. 


In industry, gratifying results were achieved in developing the production of 
consumer goods, increasing the varieties and specifications of light indus- 
trial and textile products and readjusting the service orientation and product 
structure of heavy industry. In 1981 the total value of industrial output of 
the whole province came to 26,800 million yuan, a 2 percent increase over 
1980. Output value of light industry was 13,500 million yuan, a 12.4 percent 
increase over 1980, and that of heavy industry, 13,300 million yuan, a drop 
of 6.7 percent. As from the second half of 1981, heavy industrial production 
started to pick up and gradually take a turn for the better. 


2. We changed to a certain extent the situation of an extended front and 
poor effect in capital construction by reducing the scale of investment and 
readjusting the orientation of investment. 


As a result of readjustment and reduction, total investment in capital con- 
struction completed in 1981 was 2,000 million yuan, a drop of 950 million 
yuan over 1980 or a decrease of 32.5 percent. Of the total investment made, 
the proportion for costs or nonproductive use rose from 37.9 percent in 1980 
to 49.1 percent; the proportion for investment in energy industry rose from 
18.2 percent to 19.8 percent; total floor space of various schools built 

came to 530,000 square meters, that of hospitals came to 58,000 square meters 
and that of new housing in cities and towns came to 5.54 million square 
meters. The rate of availability of fixed assets through capital construction 
reached 99.6 percent, a 9 percent increase compared with 1980. 


3. Expansion of circulation channels resulted in brisk buying and selling 
and a prosperous market in both the cities and rural areas. 


While giving full play to the leading role of state-run commerce, we also 
gave free rein to the positive role of collective and individual commerce by 
developing varied economic compositions, diversified forms of management 

and various circulation channels and reducing circulation links. By doing 
so we succeeded in promoting the flow of goods between the cities and rural 
areas, bringing about a prosperous market, ensuring the supply of the people's 
daily necessities and stimulating industrial and agricultural production. 
The total value of commodities purchased by commercial departments reached 
13,800 million yuan, topping that in the previous year by 1,000 million yuan, 
or an increase of 7.7 percent. This included 6,000 million yuan worth of 
agricultural and sideline products, an increase of 6.9 percent over 1980, 
and 7,700 million yuan worth of manufactured goods, an increase of 8.3 per- 
cent. The 1981 total value of sales was 16,670 million yuan, topping that 
of the previous year by 900 million yuan, or an increase of 5.9 rercent. 


4. We promoted the development of industrial and agricultural production by 
spreading and applying new achievements in science and technology. 
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With the concerted efforts of the scientific and technological workers through- 
out the province, 266 of the 356 research projects scheduled for 1981 were 
completed, accounting for 74.8 percent of the total number. We succeeded in 
winning 216 awards for major scientific and technological achievements, many 
of which had been applied with substantial economic results in industrial and 
agricultural production. Marked successes were achieved in various aspects, 
particularly in programs matching suitability of natural regions for certain 
agricultural undertakings, breeding and popularization of improved varieties 
of rice, improvement of grassland in northwestern Sichuan, popularization 
and breeding of fine stud stock, research and experiments with saccharified 
ferment, new technology in directional circulation of hot medium, experiments 
in the production of salt from yellow and black brine by vacuum treatment and 
the technique of spraying power with static electricity. 


5. The material life of the people in both the cities and rural areas 
improved to a certain extent on the basis of increased production. 


Arrangements were made for the placement of some 300,000 people awaiting 
employment in cities and towns by actively implementing the policy of the 

CCP Central Committee on providing employment and by exploring new possibil- 
ities in production. From 1977 to the end of 1981, the whole province had 
provided employment for 1.95 million people awaiting employment in both cities 
and towns. The total wages for staff and workers throughout the province 
reached 5,440 million yuan in 1981, a 3.5 percent increase over the previous 
year. On the basis of steady development in the rural economy, the per- 
capita income of the peasants derived from the collectives increased by 2 
percent and that from household sideline occupations and other work registered 
a much bigger increase. With the increase in the people's income, the saving 
deposits of the urban and rural population rose continuously. By the end of 
1981, the deposits totaled 2,820 million yuan, an increase of 610 million yuan 
compared with the end of 1980, or a 27.4 percent increase. The deposits in 
cities and towns increased by 23 percent and those in the rural areas by 39.6 
percent. 


6. We actively helped the nationality areas to develop economic and cul- 
tural undertakings. 


In the economic work of the nationality areas, we continued to implement the 
guidelines of the work conference of the provincial CCP Committee on the three 
autonomous prefectures by softening the terms of the policies, readjusting 
the economy and adopting various measures for the active development of the 
economic and cultural undertakings of the nationality areas. In 1981 the 
province allocated 15.5 million yuan of subsidiary funds for the underdeveloped 
areas in the three autonomous prefectures, accounting for 77.5 percent of the 
funds allocated to our province for this purpose. On the basis of increasing 
grain allocation quotas by 60 million jin in 1980, another 30 million jin of 
grain was allocated in 1981 to help the three autonomous prefectures to 
readjust the economic layout. At the same time, continued efforts were made 
to enlist the help of Chongqing, Chengdu, Zigong and Dukou to promote the 
economic development of the three autonomous prefectures. In implementing 
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the principle of forestry production based on managing trees, we adopted 

the measures of unified planning and of ~anagement at different levels and 
integrated forestry production with the economic benefits of the local 
people of various nationalities. By so doing we succeeded in arousing the 
initiative of the people in the forest regions for the planting and managing 
of trees and for the preservation of forests and in increasing the financial 
revenue of the nationality areas and the economic benefits of the people in 
the forest regions. 


7. Natural population growth was kept under control by constantly stepping 
up the work of planned parenthood. 


We continued to implement the principle of keeping a tight hold on two kinds 
of production. While firmly grasping industrial and agricultural production, 
we vigorously promted the work of planned parenthood. In the light of the 
new situation and problems that emerged after the implementation of the various 
forms of production responsibility system in the rural areas, we conscien- 
tiously summed up and promoted the experience of “"three-in-one combination 
and one implementation." While implementing the agricultural production 
responsibility system, the responsibility system of linking skill to output 
and the personal responsibility system of cadres, we also implemented the 
work of planned parenthood in the production teams. With the concerted 
efforts of the people throughout the province, the natural population growth 
rate was limited to 0.9 percent last year. 


In 1981 we achieved successes in the economy and various social undertakings 
in our province. They were achieved by the people of all nationalities 
throughout the province under the leadership of the CCP committees and govern- 
ments at various levels by conscientiously implementing the party's line, 
principle and policies laid down since the 3d plenary session of the llth CCP 
Central Committee and by conscientiously implementing the guidelines of the 
Central Work Conference of December 1980 and the resolution of the sixth 
plenary session. hey were achieved by all the armymen and people throughout 
the province by uniting as one and through arduous struggle. 


Arrangements for the 1982 Plans 


In 1982 the economic situation in our province will continuously take 
developing the economy and the various social undertakings. We must strive 
to attain a new level in the development of our province's economy and social 
undertakings by making full use of the favorable conditions, doing our work 
in a down-to-earth manner and making great efforts to overcome the diffi- 
culties on the road of advance. 


The main tasks of our province's 1982 economic and social development pians 
are: continue to implement the policy of the CCP Central Committee on 
carrying out further economic readjustment and attain‘ng further political 
stability, ensure a certain growth rate in industrial and agricultural produc- 
tion in the course of readjustment, strive to improve economic effect, 
develop various social undertakings in a planned way, improve the people's 
livelihood to some extent and actively create conditions for future develop- 
ments. 
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1. We must try every possible means to develop industrial and agricultural 
production and strive to attain the national level in growth rate. It is 
necessary to have a steady increase in agricultural production. While sparing 
no effort in promoting grain production, we should strive for a fairly rapid 
development in industrial crops and diversified undertakings in order to 

wrest an all-round bumper harvest in agriculture, forestry, animal husbandry, 
sideline occupations and fishery. There should be a higher growth rate in 

the production of daily consumer goods. Efforts should be made to improve 
heavy industrial production to some extent and to achieve new success in the 
production and conservation of energy. It is necessary to effect step-by-step 
technical transformation of the existing enterprises. 


2. In all economic activities such as production, construction and circula- 
tion, efforts should be made to improve the economic effect in order to attain 
a new level in major economic and technological targets. 


3. We should ensure the fulfillment of the tasks for financial revenue and 
strive to attain the 1980 level by actively opening up rational financial 
resources, stopping up all loopholes, increasing income and cutting down on 
expenses. 


4. We should maintain basic stability in market prices by doing a good job 
of purchasing and supplying agricultural and sideline products and manufac- 
tured goods, constantly limiting the purchasing power of social groups and 

the money supply. 


5. Continued efforts should be made to solve the problems related to the 
people's livelihood on the basis of increased production and income. We 
should develop s~cial undertakings and science and technology in a planned 
way. Strict control of population growth should be effected. 


The main targets in the 1982 economic and social development plans are: 


The objectives of our struggle on the total value of industriai «and agricul- 
tural output are: to ensure the fulfillment of a 3 percent increase according 
to planned arrangements, to strive for a 4 percent increase and to aim for a 
5 percent increase in an effort to catch up with the national average growth 
level. Of the total value of industrial output, the planned growth of light 
industry will be 10 percent while the situation of reduced production in 
heavy industry should be changed. The target for financial revenue has been 
fixed at 3,300 million yuan, a 4.72 percent increase over 1981, but efforts 
should be made to strive for an amount of 3,460 million yuan. Financial 
expenditures should be planned according to the figure of 2,590 million yuan, 
an increase of 11.54 percent over the budget expenditure base for 1981. 


Total amount for capital construction has been fixed ac 1,440 million yuan, 
220 million yuan of which is to come under the overall planning of the 
localities, maintaining the 1981 level. The target for extra-budgetary 
funds should be planned according to the amount of 385 million yuan as 
determined by the state, maintaining the planned level at the beginning of 
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1981. Throughout the province there are 31 big and medium-sized projects 
(including both the central and local ones) listed in the plans and six 
designed ‘tems listed in the programs, and the total floor space of housing 
for staff and workers available for use has been fixed at 3 million square 
meters. 


Planned total grain output is to increase by 1,500-2,000 million jin cver 
1981. With the exception of cotton, there should be an increase in the output 
of industrial crops such as cured tobacco and sugar cane. 


Coal output is to have an increase of 1 million tons over 1981, the output 
of natural gas will be at 5,000-5,500 million cubic meters, and the supply 
of electricity should maintain the 1981 level. 


The output of synthetic ammonia will be 1.36 million tons, that of nitrogenous 
fertilizer, 935,000 tons and that of phosphate fertilizer, 210,000 tons. 


The output of cotton yarn will be 746,000 pieces, an increase of 6.6 percent 
and that of cotton cloth, 630 million meters, maintaining the 1981 level; 
the output of cigarettes will be 650,000-700,000 cases, an increase of 7.7 
percent. Volume of local freight transport will be 44 million tons. 


The total value of retail sales for soc’71 commodities will be 17,000 million 
yuan, an increase of 1,300 million yuan. The total value of export commod- 
ities purchased will be 912 million yuan, basically maintaining the 1981 
level. 


We should provide jobs for 25C,000 people awaiting employment in cities and 
towns and strive to provide for as many as 300,000 people. 


There will be 78 key scientific research projects, trial production of new 
products and intermediate tests, and popularization of scientific achieve- 
ments has been fixed at 33 items. 


We should limit population growth to 1.1 percent and strive to contain it 
within 1 percent. 


Strive For an All-Round Fulfillment of the 1982 Ec nomic and Social Development 
Plans 


In order to fulfill in an all-round way our province's 1982 economic and 
social development plan, major attention should be focused on the following 
work: 


1. We should keep a firm grasp on industrial and agricultural production. 
This is the basis and fundamental way to increase financial revenue, develop 
various undertakings and improve the people's livelihood. In industrial and 
agricultural production it is necessary to strengthen planned guidance and 
uphold the principle of putting planned economy first. It is necessary to 
conscientiously carry out the various economic policies and improve the 
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various economic responsibility systems in order to further arouse the initia- 
tive of the cadres and the broad masses for socialism. We should make a 
success of readjustment work in order to gradually rationalize the economic 
structure. While sparing no efforts in promoting grain production in agri- 
culture, we should make great efforts to develop the industrial crops and 
diversified undertakings. The area sown with grain should be stabilized and 
any further reduction in its size should not be allowed. In developing indus- 
trial crops, it is necessary to rationally readjust the overall arrangement 
according to the local conditions and state plans. It is necessary to ensure 
the production and supply of vegetables and nonstaple food in the urban and 
suburban areas and in the work and mining areas according to plan. Continuous 
efforts should be made to actively develop light and textile industries and 

to increase the production of consumer goods. In heavy industry we should 
strive to reverse the situation of reduced production and increase production 
to some extent by further readjusting its service orientation and product 
structure and expanding the scope of service. Attention should be paid to 

the production of key products in key areas, the popularization and applica- 
tion of scientific and technological achievements, the increase of varieties 
and specifications, the improvement of quality and the allocation and trans- 
portation of raw materials, fuel and products in order to ensure the all-round 
fulfillment of the industrial production plans. 


-. It is necessary to consolidate the enterprises and improve the economic 
results. Since inudstry in our province has a certain foundation, it is of 
great practical significance to give full play to the potential of the 
existing enterprises. We must consolidate the enterprises in an all-round 
way, by stages and in groups and make great e‘forts to improve management, 
administration and economic effect. In arranging industrial production, it 

is necessary to ensure the supply of energy and raw materials to those enter- 
prises that achieve good economic effect. With respect to those enterprises 
whose products are in excess supply and of very poor quality, which have 
incurred great losses or achieve low economic results, we should unhesitatingly 
apply the policy of shutting them down, or suspending their operations, or 
amalgamating them with other enterprises, or switching them to the manufacture 
of other products. We can make more contributions to the state by consoli- 
dating the enterprises which can turn out fine quality products with low con- 
sumption rate and better economic results and thus turn the growth rate of 
“ensuring 3 percent, striving for 4 percent and aiming at 5 percent" in indus- 
trial production into one of substantial economic effect. 


3. We should do a good job of the financial work and strive for a gradual 
turn for the better in our financial conditions. In order to overcome the 
financial difficulties, it is necessary to open up financial resources and 
reduce expenditures. We should increase our income and reduce expenditures 
by means of increased production and improvement of economic results. We 
should conscientiously step up work in tax revenue in order to prevent tax 
evasion. It is necessary to enforce financial and economic discipline and 
check on every form of tax evasion. Measures to strengthen financial super- 
vision should be taken to ensure the supervision and delivery of profits. 

It is necessary, in connection with the consolidation of enterprises, to 








strengthen ideological and political work and educate the numerous cadres, 
staff and workers to enhance the overall point of view and the sense of 
legality, to uphold the principle of giving consideration to the interests 
of the state, the collectives and the individuals and to resolutely put an 
end to activities in violation of financial and economic discipline. 


4. Continued attention should be paid to planned parenthood which should be 
regarded as a major task, and great efforts should be made to control popula- 
tion growth. Since the implementation of the .ew marriage law and the insti- 
tution of the production responsibility system, some new situations and 
problems have emerged in planned parenthood. It is imperative, in the light 
of the specific conditions, to adopt new measures and protect the initiative 
of the numerous cadres at the grassroots level in grasping planned parenthood. 
It is necessary to work in a more solid manner and resolutely control the 
natural population growth within the scope of the plan. 


5. We should pay close attention to increasing the production of and to 
economizing on energy and make rational arrangements for communications and 
transportation. We should make energetic efforts to fulfill the output target 
of 5,500 million cubic meters for natural gas. It is necessary for the coal 
mines whose products come under unified distribution and the other coal- 
producing areas along the communication lines to produce and send out more 
coal. Technical transformation centering on economizing on energy should 

be carried out step-by-step in key units. Efforts should be made to con- 
scientiously implement the plan for economizing on energy equal to 1.5 
million tons of standard coal throughout the province and to ensure its 
fulfillment. Preferential treatment should be given to the transportation 
of goods and materials under the state plan and major attention should be 
directed to the allocation and transportation of coal, products serving the 
needs of agriculture, raw materials for light and textile industries, export 
products and urgently needed goods for the people's livelihood. It is nec- 
essary to rationally arrange railway, highway and waterway transportation 
and give full play to role of various means of transport. Close attention 
should be paid to repairing roads, bridges, culverts and channels and wharfs 
destroyed by flood water, improving the basic conditions of transportation 
and the utilization efficiency of vehicles and ships. 


6. Efforts should be made to strengthen the unified management of investment 
in fixed assets and to improve investment effect. All funds used for expanding 
fixed assets, including budgetary investment, extra-budgetary funds and those 
derived from tapping the potential of the existing facilities, from innova- 
tions and from technological transformation, bank loans and foreign funds, 
should be placed under unified planning. The funds should be balanced as a 
whole and specifically arranged and managed at various levels and departments 
and from various aspects, such as application orientation, construction items, 
economic effect, raw materials, energy and goods. 


7. We should do a good job of commodity circulation and take practical 
measures to stabilize prices. The materials departments should support the 
development of local industries and actively purchase and sell provincial 
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products. The industrial departments should be responsible to users and 
consumers by raising the quality of their products and supplying marketable 
commodities. It is absolutely necessary to ensure the overall fulfillment 

of the purchase and allocation of agricultural and sideline products according 
to the purchase base and the plan decided upon by the provincial authorities. 
In circulating the means of production, it is absolutely necessary to strictly 
implement the relevant regulations of the State Council and provincial govern- 
ment and the methods of market management and strengthen planned management 
and guidance in order to ensure flexible control orderly and lively activity, 
free flow of commodities and promotion of production. In implementing the 
commodity system with multiple channels, state-run commerce must control key 
commodities vital to the economy and the people's living standards and ensure 
the free flow of the main channel. It is necessary to vigorously send manu- 
factured goods to the rural areas, the priority should be given to the rural 
areas when supplying manufactured goods needed in both the cities and rural 
areas. Efforts should be made to actively develop the collective and indi- 
vidual commerce, to develop the rural fair trade and do a good job of 
balancing, coordinating, smoothing out and managing work in the field of 
commodity circulation. It is absolutely necessary to stabilize prices 
according to the 10-point regulation of the State Council on resolutely 
stabilizing market prices. It is necessary to strictly implement the conm- 
petence on examining and approving price adjustment. With respect to various 
retail prices stipulated by the department responsible for the fixing of 
prices, no raising of prices is allowed without prior approval. It is abso- 
lutely necessary to stop the unhealthy tendency of arbitrarily raising prices 
or raising prices in disguised form to ensure the basic stability of market 
price. 


8. Strengthen market management ard conscientiously do a good job of overall 
balance. At present, there are a lot of contradictions, problems and diffi- 
culties in economic work and the relationships among them are also fairly 
complicated. In the process of executing the plans, the situations may also 
change constantly and this gives rise to new imbalance. It is absolutely 
necessary for us to take practical measures to change our work style, go down 
to the grassroots units, do a good job of investigation and study, strictly 
enforce planned management to ensure the overall execution of the various 
state plans. With respect to major problems that iiave emerged in the process 
of executing the plans, it is absolutely necessary co heed the opinions from 
various quarters, conduct scientific analysis and research and, on the basis 
of doing a good job of overall balance, set forth practical and effective 
measures to ensure that the economy and the social undertakings of the whole 
province will develop healthily in the correct direction. 


9. Strengthen ideological and political work in the light of the realities 

in economic work. We should uphold the principle of ideology taking the 

lead, educate the cadres and the broad masses to inspire revolutionary spirit, 
uphold the four basic principles, correctly understand and handle the rela- 
tionship between planned economy and regulation by market mechanism, firmly 
foster the sense of state, of plans and of the overall situation, and with 

the approach of being the masters of the country and having a high sense of 
responsibility, strive to fulfill as a whole or overfulfill the various 
planned target. for 1982. 


CSO: 4006/369 
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ECONOMIC MANAGEMENT 


THEORY OF SOCIALIST ECONOMIC ACCOUNTING DISCUSSED 


Beijing SHIXING JINGJI GAIGE JIANQUAN JINGJI HESUAN ZHI [CARRYING OUT ECONOMIC 
RESTRUCTURING, STRENGTHENING ECONOMIC ACCOUNTING SYSTEM] in Chinese pp 79-92 


[Article by Ge Jiashu [5514 1367 3412] and Wu Shuipeng [0702 3055 3403]: 
"Several Theoretical Problems in Socialist Economic Accounting”™] 


[Text] Economic accounting should not be a new problem. It has been practiced 
by some state-run enterprises in our country since 1951, and has by now a 
history of nearly 30 years. However, we may say that throughout all this time, 
it has not produced the desired result in strengthening the business management 
of our enterpirses. Aside from certain defects and mistakes in our work, the 
main problem was caused by disruptions from the ultraleftist line pushed by 
Lin Biao and the “gang of four." Way back in 1958, some members of this gang 
already advocated the abolition of commodity and omeny, and repudiated the 
so-called “bourgeois legal rights." Various “forbidden areas" were also set 
up, such as the prohibition of any talk about "to each according to his work,” 
enterprise profits, material benefits, and so forth, with the result that 
Lenin's concept of economic accounting could not be completely realized in our 
country, and there was no way for a strict or a genuine economic accounting 
system to be set up in our country. Theory comes from practice. Without an 
<.curate understanding of the system of economic accounting, a scientific 
concept of economic accounting cannot be formed. Therefore, the problem of 
economic accounting is not a new one; it has always been there. 

After the smashing of the "gang of four,” the focuse of the party's work was 
shifted to socialist modernization. Under such conditions, a study of the 
question of economic accounting is of even more urgent and practical signifi- 
cance. Let us present some immature views on several theoretical problems. 


I. Essence of Economic Accounting 

Speaking of the essence of economic accounting, we should first have a fairly 
scientific interpretation of the concept of “economic accounting." On this 
point, people in the economic circles in our country have different views and 
their interpretations are far from identical. 


Some comrades regard economic accounting as a technical method of accounting 
and supervision over economic activities. For example, if economic accounting 
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is regarded as “recording transactions and keeping accounts," “meticulous 
calculations and strict budgeting,” “verification of the amount cf labor,” 
or “computing the economic results,” we mignt as wel] simply equate economic 
accounting with the “checking of accounts." 


Other comrades regard economic accounting as a method. However, this “method” 
should have a broad meaning. It is the method of overall economic management, 
or in other words, economic accounting. 


Now, more people are inclined to the view that economic accounting is a 
category of socialist economy, or an economic category as well as a method 
of enterprise management. 


Among these views, the one which regard= economic accounting as "recording 
transactions and keeping accounts” has been typical in our country, and some 
people share this view even now. This view can be reflected in practice, 
because whenever the need for economic accounting is stressed, the enterprises 
will pay great attention to their bookkeeping, as though economic accounting 
is the job of the accounting department. To illustrate the meaning of 
economic accounting based on a combination of theory and practice, it is 
necessary for us to start by probing into the question of “whether economic 
accounting” can be equated with "recording transactions and keeping accounts." 


First, it must be affirmed that in setting up or strengthening the system of 
economic accounting in an enterpirse, it is necessary to have accurate records 
and orderly accounts. If we lack a high standard of scientific methods of 
computation and supervision of production and business activities, particularly 
the business results of the enterprise, edoption of the economic accounting 
system will be meaningless. The reason is quite simple. Under the system of 
economic accounting, the possession of independent funds is the material base 
and a necessary condition for an enterprise to carry on independent business 
operation. All economic activities of an enterprise are related to the move- 
ment of funds. Only through the numerical indexes reflected by the movement 
of funds can an enterprise find out the conditions and results of its »Susiness 
and then be in a position to handle its economic relations with the state, 
other enterprises, and the workers. How can these indexes be obtained? This 
is where we have to rely on recording and accounting, which should be carried 
out independently within the enterprise. Only in such a sense can economic 
accounting be logically called “recording transactions and keeping accounts." 


However, experience in the system of economic accounting has shown that while 
recording and accounting are undoubtedly very important in strengthening 
economic accounting, there is something even more important. It is true that 
our enterprises did keep records and accounts in the past, and some of them 
did this job very well. However, among these enterprises, waste and even 
undue loss occurred in the same way, and nobody could be held r«sponsible 

for the waste or loss. The profits and losses of some enterprises, as shown 
in their books at least, were quite accurate, and the questions raised by 
them were also quite pertinent. Yet these figures and their proposals pro- 
duced little or no effect on business management. In effect, their accounting 
was useless, since these records and accounts did not help the enterprises to 
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to strengthen their economic accounting or to gain the best possible economic 
results. The problem is that the leadership and the workers of the enter- 
prises were not concerned with the profit and loss, and therefore paid little 
attention or attached little importance to the results of accounting. It is 
obvious that independent business operation should rest on a foundation of 
material benefits. The main feature of independent business operation is the 
independent accounting of profit and loss. There must be real material bene- 
fits to induce the enterprises to be concerned about profit and loss and to 
pay attention to accounting. Since the broad masses oi laboring people are 
the masters of socialist state-run enterprises, it may be claimed that the 
enterprises are not truly responsible for profit and loss. However, if we 
want the enterprise to be concerned about profit and loss out of consideration 
for material benefits, the enterprise must be given certain material respons- 
ibility so that it will, in appearance at least, assume responsibility for its 
profit and loss. In other words, the enterprise should have the right to the 
disposition of its own funds, while the workers’ wages, bonuses and other 
forms of income should be wholely or partly integrated with the enterprise's 
business results (profit or loss). If we allow an enterprise to operate 
independently under unified state leadership, and if, in its indpendent 
operation, the enterprise will “assume responsibility, and sole responsibility, 
for guarding against loss,"1l as Lenin said, then the enterprise will naturally 
attach great importance to its accounting and will use it as a means to make 

a profit and guard against loss. As Comrade Mao Zedong said: "There must be 
a strict accounting system before we can thoroughly inspect to find out if an 
enterprise's business is profitable."2 In this way, it may do no harm for 

us to take a look at the situation in capitalist countries. Way back in the 
early 1950's, some European capitalist countries sent an inspection team to 
the United States and later discovered that one of the reasons for the higher 
level of management among the U.S. industrial enterprises was that these 
enterprises made full use of accounting, particularly cost accounting, as an 
aid to management. What deeply impressed the inspection group was that the 
managers were full of appreciation and admiration for the assistance offered 
by the accountants, and were glad to cooperate with them and placed confidence 
in them. However, the inspection group also noted the connection between 

this situation and "the free and sometimes very fierce competition.” What are 
the conditions under which accounting will be highly regarded? We have already 
found the answer from this episode. To maintain their monopoly when there 

are profits to be made, U.S. industrial capitalists know that through account- 
ing, and particuarly cost accounting, they can control the production costs, 
raise their efficiency and obtain better results, so that in accordance with 
the policy of lower prices (based on low production costs) and increased sales 
(that is, the policy of “increased sales at reduced profits") they can triumph 
over their competitors. In other words, U.S. industrial capitalists pay 
special attention to cost accounting simply because they need strong competi- 
tive power, and aside from good quality, new designs and suitability for the 
consumers, their goods must have lower production costs. That is why capital- 
ists attach great importance to accounting, and in the final analysis, they 
are only concerned about their own material benefits. Our socialist 
enterprises produce only to satisfy social needs and are different from 
capitalist enterprises as far as the objective of production is concerned. 
However, even under a socialist system, profit is also a means to satisfy 
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social needs. Socialist enterprises should likewise lower their product costs 
and increase their profits. Therefore, they should also pay attention to 
business management, stress economic results, and give full play to the role 
of accounting. Lenin pointed out the need for economic accounting because of 
these requirements. During the War of Resistance against Japanese Aggression, 
Chairman Mao also called on the factories in the liberated areas to set up a 
system of economic accounting. To preserve and develop commodity and money 
economy under socialist conditions, Lenin envisaged a skillful combination 

of the fundamental principle of socialist enterprise management (unified state 
leadership and unified planning) and capitalist forms of enterprise operation 
(independent management and responsibility for profit and loss). This com- 
bination was in fact based on a full consideration of the role of objective 
economic laws and the utilization of these laws as well as the possibility 

and necessity of a series of value categories on the basis of the system of 
public ownership of the means of production, and under the conditions of 
developing socialist commodity production. Of course, this also created the 
objective conditions for giving full play to the role of accounting, 
statistics and other supervisory roles. 


We hold that economic accounting cannot be equated with the accounting of 

economic activities. We must not be misled by the wording of this term. - 
Economic accounting is also different from bookkeeping or ordinary accounting. 

Although economic accounting cannot be accomplished without a record of 

economic transactions or bookkeeping and accounting, which are all closely 

related to one another, there is no reason to confuse them with one another. 


What we have talked about is the economic accounting system. However, if 

this system is described in abstract terms, it will not be difficult to see 
behind it some objective economic relations, which is what we call economic 
accounting. Therefore, economic accounting belongs to an economic category 
and is a theoretical generalization of the economic relationship between the 
state, the enterprise and the individual, with the enterprise as the core. 

The basic reason for the formation of this relationship is the objective 

need for labor conservation, for great or maximum economic benefits, and for 
developing socialist production with greater, faster, better and more economic 
results. Like other relationships, this is manifested in material benefits 

in various aspects. This relationship is regulated not only by quality, but 
also by quantity. Here, with the aid of accounting through a series of 
numerical indexes, mainly the value (money) index, we can determine the quanti- 
ty. That is why this type of economic relations is also called economic 
accounting relations. Based on the economic phenomenon, economic relations 
are something abstract, despite their essence. Abstract things are difficult 
to grasp, and people can only start from the outer appearance. The appearance 
of economic accounting in this sense is the system of economic accounting. 
Thus it would be correct to say that economic accounting refers to economic 
accounting relations as well as to the system of economic accounting used to 
reflect and to affirm these relations. In this article, we will try our best 
to strictly distinguish between two concepts--the concept of economic account- 
ing and that of economic accounting system--and then study them separately. 

We must illustrate the need for economic accounting relations (here, for 
example, we have to introduce the concept of economic accounting relations 
from the concrete to the abstract aspects) before we can study them in 
combination. 
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II. Substance and Ojbective Basis of Economic Accounting 


Economic accounting relations are relations of material interests between the 
enterprise and that state, between different enterprises (or units), and 
between the enterprises and the workers, with the enterprise as the core. We 
usually generalize these three sets of relations as follows: 


The relations between the state and the enterprise are relations of a 
combination of the state's unified leadership and unified planning with the 
enterprise's independent management (such as independent accounting and 
responsibility for profit and loss). The enterprise will be fully responsible 
for profit and loss. 


The relations between one enterprise and others are a combination of the 
relations of division of work in cooperation and those of exchange at equal 
value, while its relations with the workers are a combination of "from each 
according to his ability" and "to each according to his work." 


These relations reflect the production, distribution, circulation (exchange) 
and consumption in social reproduction. Socialist reproduction is not some- 
thing abstract. Since the socialist enterprise is the fundamental (and basic 
level) link in the national economy, the production, circulation and sales of 
goods are all directly carried out by the enterprise. Later, first distribu- 
tion of the proceeds from the sales and the second distribution of the retained 
share of retained profits all concern the enterprise. Therefore, the enter- 
prise's production and business activities are concrete manifestations of 
these four links. It is true that the economic activities of a single 
enterprise may not completely and totally embody all four aspects, but at 
least it can accomplish them in varying degrees. For example, the means of 
production of state-run enterprises are in a general sense owned by the whole 
people under socialism; specifically, however, the labor’ag people (including 
the leaders, workers and staff members) in any enterprise have the right to 
directly use, control and manage the means of production transferred among 
different enterprises in addition to certain decisionmaking power in their 
production and business activities. This power is based on the rights of 

the laboring people to own jointly, and on an equitable basis, the means of 
production under the system of ownership by the whole people, as well as the 
direct integration of the laboring people with their jointly owned means of 
production. In the final analysis, this is decided by the nature of the system 
of public ownership of the means of production by the whole people. Therefore, 
the means of production used, controlled, and managed by the laboring people 
help to form a relationship of complete equality among themselves and a 
relationship between the enterprise and the state characterized by the 
enterprise's subordination to a unified leadership on the one hand and its 
independence and initiative to a certain extent on the other. This reflects 
the relations of production in the economic accounting relations. 


Again, aside from the portion used to replenish the means of production, 
the value (manifested as the proceeds from the sale of products) realized by 
state-run enterprises belongs to the laboring people who have created such 
value. Part of the value comes from the consumption of necessary labor, and 
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it is only fair that wages should be paid to individual laborers according to 
the amount of labor each individual has expended. the "m" portion represents 
the consumption of surplus labor. Theoretically, it should be publicly owned 
under socialism. However, socialist public cwnership does not mean that 
everything belongs to the state. Marx said: "The structure of distribution 
is completely determined by the structure of production. Distribution is 
itself a product of production, not only in its object, in that only the 
results of production can be distributed, but also in its form, in that the 
specific kind of participation in production determines the specific forms of 
distribution, that is, the pattern of participation in distribution."> If we 
recognize the fact that the workers and staff members in an enterprise can own, 
control and manage the means of production and have the power of decisionmaking 
in production activities, then the surplus product value produced under such 
conditions, with the exception of that portion at the disposal of the state 
as the representative of all the people, should be at the disposal of the 
enterprise in the capacity of the representative of the workers and staff 
members directly engaging in the production of the surplus production value. 
In his book "Critique of the Gotha Program," Marx said: "What is withheld 
from the producer in his capacity as a private individual benefits him 
directly or indirectly in his capacity as a member of society."” Marx held 
that part of the value should directly benefit the producer (that is, the 
producer of surplus products). If the enterprise has little or no right to 
control the surplus product value created by its workers and staff members, 
then how can we expect any part of the value to benefit the producer? That 
is why the enterprise should have the right to distribute the profits made, and 
this right is an indication of the enterprise's relative independence in 
business management, as well as a necessary condition to bring the enter- 
prise's initiative into play. The workers and staff members in a socialist 
enterprise play the main role in production, and this role entitles them to 
a due share in distribution. That is why they can share the profits retained 
by the enterprise, and part of the retained profits are allocated to bonus 
funds to be distributed among those who have contributed to the enterprise's 
success. The form of distribution embodying the principle "to each according 
to his work" and the payment of bonuses reflect the relation of distribution 
in the relations of economic accounting. 


Finally, let us look at the links of exchange and consumption. The relative 
independence of a state-run enterprise in its management refers first to its 
relations to the state and then to its relations with other enterprises. Each 
enterprise is expected to serve as an "independent" commodity producer. If 
the products are owned by the enterprise producing them, then the principle 
of exchange at equal values applies to the exchange of products among different 
enterprises. The combination of division of work in cooperation and exchange 
at equal values reflects the relations of exchange in the relations of 
economic accounting. In accordance with the principle of more pay for more 
«rk and less pay for less work, those who work more will enjoy a higher 
stundard of living than that enjoyed by those who work less. The difference 
in the standards of living is based on the quantity and quality of work done 
by different individuals as well as their contributions to the society, and 

is fundamentally different from that in a society of exploiting classes where 
the exploiters can indulge in every luxury while the victims of exploitation 
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live worse than beasts of burden. The different standards of living in our 
society can help encourage the advanced elements to do even better and to 
spur on the backward ones to catch up. This reflects the relations of 
consumption in the relations of economic accounting. 


All these relations of economic accounting objectively exist, as agreed by 

the vast majority of comrades. In the past, however, people in academic 
circles usually tried to demonstrate the objective base with economic laws. 
Some held that it is determined by the law of time conservation; others held 
that it is determined by the law of value; and still others held that it is 
determined by several instead of any single law. We formerly subscribed to 
the first view. Now, this view does not seem to be quite to the point. Laws 
also deal with relations, although they reflect more essential relations, 
while categories are stages of recognizing laws. Lenin said: "Categories 
are stages of distinguishing, that is, or recognizing the world, focal points 
in the web which assist in recognizing and mastering it."> If we say that 
both economic categories and economic law reflect the relations of production, 
it would then be difficult to decide which one dominates the other. Similarly, 
we cannot say that the categories of value are determined by the law of value 
or other laws. The objective conditions to determine the categories of value 
are the commodity and money economy, which is also an objective condition 
brought about by the law of value. For the same reason, the objective base 
of the relations of economic accounting is the objective economic condition 
insteead of the objective economic law. We are of the opinion that there are 
two objective economic conditions to bring about the relations of economic 
accounting: first, the socialist system of public ownership of the means of 
production; and, second, the preservation of commodity production and exchange 
of money on the basis of public ownership. 


The socialist system of public ownership of the means of production turns the 
national economy into an organic entity guided by planning. This feature 
certainly shows the unparalleled superiority of the socialist system. However, 
national economy in the form of an organic entity only provides favorable 
conditions for its planned and proportionate development, but does not mean 
that production for the whole country should be concentrated in one place and 
under centralized state management. The more concentrated is production, the 
more necessary will it be to decentralize the management under a unified 
leadership, in order to arouse the enthusiasm and initiative of all the 
producing units and to enforce the system of democratic centralism in economic 
management. In economic management, the state wants more centralization while 
the various units want more democracy. This is a case of unity of opposites. 
As mentioned earlier, public ownership is not an abstrac., but a concrete 
entity. Ownership of the means of production by the whole people cannot be 
equated with ownership by the state. Since the units directly controlling 
production and the laboring people directly participating in the production 
are the masters of the means of production, they should have due power to act 
as such and this power should be real instead of nominal. Thus a new relation- 
ship is formed between the state and the producing units, and this relationship 
as repeatedly stressed before, should be manifested in the form of material 
interests. The relations of economic accounting are primarily relations of 
material interests. Stressing economic accounting without stressing material 
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interests is in fact a negation of the relations of economic accounting. 
Because the pernicious influence of Lin Biao and the "gang of four" is still 
deep in some people's minds, it is necessary to dwell on this question at some 
length. 


As we understand, Marx pointed out long ago: "All the struggles by people are 
related to their intersts."© Engel was even more specific when he said: "The 
economic relations in any society are first manifested in the form of 
interests."’ The "any society" referred to naturally includes the socialist 
society. How are we to understand that material interest should be stressed 
even in a socialist society? Are material interests in a socialist society 
still the base of economic relations? With the means of production owned by 
the public in a socialist society, nobody can ever own other people's labor 

on the strength of his possession of the means of production. Thus exploita- 
tion is basically eliminated, and this is the greatest benefit brought to the 
people by the socialist system. However, elimination of the system of private 
ownership of the means of production does not mean the elimination of people's 
concern for material benefits. If people do not believe that the property 
owned by the public and the products produced under a public ownership system 
are related in some way to their own interests, they may tend to become 
indifferent. According to the system of ownership by the whole people, all 
laboring people are the masters of the means of production. However, no 
individual or enterprise whatsoever can independently exercise the power as 
masters do. In fact, it is the socialist state that exercises such power. In 
this way, ownership of the means of production is rather abstract not only for 
the laboring individuals but also for the enterprises using and controlling 
these means of production. Thus a problem will emerge: under such conditions, 
how can we avoid or guard against waste, loss, irresponsibility and indiffer- 
ence to efficiency and business results? Apart from ideological and political 
education, is it necessary to stimulate the individual interests in the 
business activities and results of the enterprises by economic means? The 
answer is yes. Marx and Engels pointed out long ago that the proletariat 
should not be afraid to talk about material interests, and Lenin even 

regarded material interests as a matter of principle and stressed the need to 
be concerned with the individuals’ material interests. He said: "We say that 
every important branch of the economy must be built on the principle of 
personal incentive. There must be collective discuszion, but individual 
responsibility. At every step we have suffered from our inability to apply 
this principle."8 This passage from Lenin is entirely applicable to the 
realities in our socialist construction. The relations of economic accounting 
should be conditioned by commodity and money economy. For example, if the 
means of production are not transformed into a "capital fund"; if the enter- 
prises are not allowed to serve as socialist commodity producers; if our income 
and expenditure are not calculated in terms of value; and if we do not make use 
of such value indexes as wages, production costs, profits and bonuses, there 
cannot be any real independent management for the enterprise to speak of. 


Economic Accounting and the System of Economic Accounting 


Economic accounting is the theoretical expression of the relations of economic 
accounting as well as an economic category under the socialist system. The 
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system of economic accounting stands for a whole set of laws, rules and 
regulations embodying the relations of economic accounting. According to the 
these laws, rules and regulations, a management system based on a combination 
of unified leadership of the state with a relative independence of the enter- 
prise is formed. The relations of division of work in cooperation and 
exchange at equal values among different enterprises are protected by the 
system of economic contracts, while the relations "from each according to his 
ability and to each according to his work" between the enterprise and its 
workers and staff members must be in accordance with the rules and regulations 
set up according to the current decrees concerning labor and wages. When an 
enterprise operates relatively independently under the state's unified 
leadership, its rights and responsibilities or obligations to the state 
should all be clearly confirmed in the form of systems or legislation. For 
example, if the state has to provide the enterprise with funds required for 
production and management, it is necessary for the enterprise to pay for the 
use of these funds. The state owns the means of production under the system 
of ownership by the whole people, but, at the same time, the enterprise 
should have full power in using and controlling them. When the state assigns 
planned quotas which the enterprise must fulfill, such as the eight economic 
quotas at present, the enterprise should be given certain decisionmaking power 
so that it can enjoy some minor freedoms outside the major plans. At the 
same time, the enterprise must be able to offset its expenditures with its 
revenues and to insure profits. The system of economic accounting should 
specifically stipulate the methods of giving material rewards to the enter- 
prises which have satisfactorily completed their assigned quotas and to 
punish those which have failed to do so. Im short, if we want an enterprise 
to function as a "juridical person" with independent accounting, a clear 
definition of rights and resp msibilities together with reward and punishment 
in various aspects of economic relations, then the whole set of laws, plans, 
regulations and the related economic contracts should combine to form an 
economic accounting system. This system should fully reflect the relations 
of economic accounting as an objective entity, and, under the socialist 
system, is a form of superstructure to affirm the relations of economic 
accounting in a legal form, so as to consolidate and develop the relations 

of economic and accounting and to promote production among the enterprises. 


Some people hold that there must first be an economic accounting system 
before the relations of economic accounting can be formed. In fact, public 
ownership of the means of production must be accompanied by distribution 
according to the work done. On the basis of public ownership of the means of 
production, the preservation of commodity production and the exchange of 
money naturally enable the enterprise to become an independent commodity 
producer and to operate independently under state leadership. Among the 
enterprises, the exchange of products or labor must be regulated by the law 
governing the exchange of commodities--exchange at equal values instead of 
free transfers or arbitrary requisitions of labor. All the interrelations 
between the state and the enterprises, among the enterprises, and between the 
enterprises and the workers, as already mentioned, are objective entities 
which cannot be accepted or rejected according to people's subjective will. 
If we only follow the “administrative orders" or the "will of the superiors" 
regardless of these objective relations, the system of economic accounting 
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will be weakened and production will decline, with serious waste. The history 
of the system of economic accounting being adopted in our country fully 
illustrates this point. An accurate knowledge of the integration of, and the 
difference between the relations of economic accounting and the system of 
economic accounting is of theoretical as well as practical significance. 
Theoretically, the relations of economic accounting are the base, and are 
economic relations, while the system of economic accounting is only the 
superstructure, concerning laws or the human will. If we agreed that the 
relations of economic accounting are determined by the system of economic 
accounting, it would amount to disregard for the principle of historical 
materialism and acceptance of theultraleftist line pushed by Lin Biao and the 
“gang of four,” which weakened or destroyed the system of economic accounting. 
This would leave room for the survival of the “theory that the superior's 
will decides everything,” “voluntarism,” and the “theory of spiritural 
omnipotence," instead of negating them as obstacles ot the four modernizations. 


People must submit to objective laws and objective categories. The great 
Lenin set a fine example of respecting objective economic laws. In his 
article "Fourth Anniversary of the October Revolution,” he said: "We 
expected--or perhaps it would be truer to say that we presumed without having 
given it adequate consideration--to be able to organize the state production 
and the state distribution of products on communist lines in a small-peasant 
country directly as ordered by the proletarian state. Experience has proved 
that we were wrong. It appears that a number of transitional stages were 
necessary--state capitalism and socialism--in order to prepare--to prepare 

by many years of effort--for the transition to communism. Instead of directly 
relying on enthusiasm, we should enlist the aid of the enthusiasm engendered 
by the great revolution, and on the basis of personal interest, personal 
incentive and business principles."9 Reviewing the development and the 
present situation of the system of economic accounting in our country, ve 
should say that we have not truly set up a system of economic accounting 
which correctly reflects the relations of economic accounting according to 
Lenin's requirements and the objective realities. The disruption from the 
ultraleftist line resulted in a rigid system of state control over the 
enterprises, with very little decisionmaking power left for the enterprises. 
The so-called relative independent in production and management was just 
empty talk. It is true that we also expect the enterprises to offset their 
expenditures wit) their revenues and to insure profits. However, ‘f the state 
power is overconcentrated, the enterprises will have good reason to charge 

the result of their business--either good or bad--to objective factors. If 
they incur losses, the state will unconditionally subsidize them. Instead of 
offsetting expenditures with revenues, they can freely receive from the state 
and freely pay their expenditures. Under such conditions, some localities 

can hardly see any difference between our system of economic accounting and 
that of rationing. Offsetting expenditures with revenues and insuring profits 
are the prerequisites for giving full play to the enthusiasm of the enterprises 
in production and management, but a combination of putting politics in command 
and upholding the principle of material benefits forms the basic driving 
force. This is decided by the essence of the relations of economic 
accounting--the relations of material interests. However, we wanted to arouse 
the enterprises’ enthusiasm for production and management only be relying on 
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their revolutionary fervor, and were even afraid to talk about material 
interests. The “theory of spiritual omipotence™ was at its zenith when Lin 
Biao and the “gang of four” were pushing the ultraleftist line. This was a 
distortion of the correct directive of Comrade Mao Zedong on putting politics 
in command, and its disastrous effects on the system of economic accounting 
are only too well known. In order that the system of economic accounting 
can better cerve the four socialist modernizations, the perfection of this 
system is urgently needed. The most basic requirement is to respect economic 
laws and economic categories so that this system can correctly reflect and 
handle the objective relations of economic accounting. 
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ECONOMIC MANAGEMENT 


ECONOMIC LEGISLATION NEEDED FOR RESPONSIBILITY SYSTEM 


Liaoning CAIJING WENTI YANJIU [THE STUDY OF FINANCE AND ECONOMIC PROBLEMS} 
in Chinese No 1, Jan 82 pp 33-37 


[Article by Yang Xueqi [2799 1331 3217]: "Economic Legislation Should Be 
Strictly Enforced in Adopting the System of Economic Responsibility Among 
Commercial Enterprises" ] 


[Text] The system of economic responsibility is being actively promoted 
among commercial enterprises. This is an innovation in restructuring the 
system of economic management. Practice has initially proved that the system 
of economic responsibility has played a great role in arousing the enthusiasm 
of the enterprises and the workers, in improving the economy and its manage- 
ment, and in increaging economic benefits. 


However, some problems have also emerged in the course of its popularization. 
In an editorial, RENMIN RIBAO has urged people to keep a sober attitude in 
solving some new problems in good time. In my opinion, besides administra- 
ti, > and economic measures, we should stress legal measures and strengthen 
economic legislation, economic judicature, edonomic prosecution, economic 
testimony and the work of arbitration in order to maintain the healthy 
development of the system of economic responsibility. 





For this reason, this article will present some tentative ideas concerning 
the question of economic legislation in the process of practicing the system 
of economic responsibility among commercial enterprises. 


I. 


In theory, adoption of the system of economic responsibility cannot be 
accomplished without economic legislation, and commercial enterprises are 
certainly no exception to this rule. 


First, despite its many forms, substances and methods, the purpose of the 
system of economic responsibility in any trade is, in the final analysis, to 
solve the problem of the relations of rights and duties within or outdide 
an enterprise under the system of socialist public ownership. However, no 
relations of rights and duties, unless expressed in legal relations (in 
other words, unless the relations are protected by law enacted according 
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to the will of the ruling class) can be stable without this protection. The 
reason is that both rights and duties are essentially connected with legal 
relations. They are the outcome of their own class and their own country, 
and are determined by the law enforced according to the will of the ruling 
Class and with state coercion. In "The Origin of the Family, Private 
Property and the State," Engels said: "If among the barbarians, as we saw, 
the distinction between rights and duties could be hardly drawn, civiliza- 
tion makes the difference and antithesis between them clear even to the 
dullest intelligence by assigning to one class virtually all the rights and 
to the other class virtually all the duties." ("Selected Works of Marx and 
Engels," Vol 4, p 174) 


Second, in the process of commodity circulation, the relations of rights 

and duties between different enterprises, between the enterprise and the 
state, and between the enterprise and its own workers and staff members 
essentially belong to the category of economic base. Economic responsibility 
means the integration of economic results with economic interests so that 
there will he responsibility for profits and losses and so that distribution 
can be carried out according to the principle "to each according to his 
work." Therefore, the relationship between «conomic responsibility and 
economic legislation is the relationship between the superstructure and the 
economic base. Economic legislation belongs to the category of superstruc- 
ture and is determined by the economic base. However, instead of passively 
responding to it, economic legislation can make its countereffects felt at 
the economic base. It is precisely this countereffect that is utilized by 
economic legislation to resolve the various contradictions in the process of 
enforcing the system of economic responsibility and to guarantee the smooth 
popularization of this systen. 


Third, the process of popularizing the system of economic responsibility is 
also the process of people's engagement in various economic activities. In 
one respect, people's economic activities should be in conformity with 
economic law, or they will suffer certain quiet punishment. In another 
respect, there should be a criterion for determining whether certain economic 
activities are right or wrong. Economic legislation deals with the laws in 
the economic sphere, including commodity circulation, and stands for the 
legalization of economic methods, economic means, the principles of organi- 
zation and management, and the objective relations of various links--all of 
which have been proved by economic activities to be effective. Therefore, 
eco. mic legislation serves as the criterion for determining whether the 
economic activities are right or wrong, and the objective basis of this 
criterion is economic law. The subjective goal is to preserve the economic 
interests of the ruling class, and is the manifestation of the will of the 
ruling clas.. All economic activities that conform to the law are legal; 
all others are illegal. Only legal activities can be protected by the law, 
while all activities which do not conform to the law are illegal and are 
prohibited by the law, or even punished or sanctioned according to the 
criminal law. At the same time, illegal activities carry with them the 
respcnsibility of compensation for economic losses. 
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Of course, while the system of economic responsibility is still in the develop- 
ing stage and has yet to be finalized, we should mainly rely on correct 
policies in guiding the development. For a long-range plan, however, 

economic policies alone are not enough. While the concept of government by ‘aw 
is still weak, some people's words usually carry the weight of law, and 
policies can be formulated by many departments. It is therefore particularly 
necessary to promulgate laws according to the state's formal legislative 
procedures in order to legalize the policies and to insure their implementa- 
tion with the state's coercive power. 


Finally, we must be aware that the system of economic responsibility, particu- 
larly among commercial enterprises, cannot exist in isolation. Commerce, as 

a form of commodity exchange, is an intermediary link in social reproduction 
and serves as a bridge or a tie between various national economic sectors. 

In a certain sense, therefore, it is closely related to the economic activi- 
ties of various trades and undertakings. We cannot imagine how the system of 
economic responsibility can work smoothly on the commercial front under an 
abnormal social economic system with each trade going its own way. Within 

the sphere of commerce, there are interdependence and interrelations between 
all economic activities, including procurement, marketing, transfer, storage 
and transportation on the one hand, and the control of manpower, material and 
financial resources, production, supply and sales on the other. We cannot 
imagine how rights, responsibilities and interests can be satisfactorily inte- 
grated if the work of various links is not governed by law and the internal 
management of enterprises is poor and chaotic. If we want tw coordinate the 
activities of various links within the enterprises and of all the workers and 
staff members of millions of enterprises on the commercial, industrial and 
transportation and finance and trade fronts, if we want to establish a normal 
economic order with all economic activities united under a single guideline, 
we must rely on the power of law, economic legislation and economic judicature. 


The experiences of more than 30 years since the founding of the People's 
Republic, h=ve ehown that the existence or absence of a sound legal system 
can make a great deal of difference in the national economic development. 


Such is also the case with commodity circulation. In the absence of a sound 
iegal system, some people have no law to follow while others do not care to 
follow it. Therefore, failure to observe the objective economic law has 

become quite common, and we can usually see instances of subjective blind 
commandism, arbitrary acts, violations of financial and economic laws, 

forming underhand connections for personal gains, backdoor dealings, high- 
pressure sales, driving up prices in disguise, and flagrant acts of tearing 
up contracts. Furthermore, in the absence of law, people have to request 
instruction from the administrative leadership whenever any problem crops 

up. This practice affects work efficiency and encourages bureaucracy. Thus the 
basic-level enterprises, which cannot act independently within the framework 
of law, become appendages to the administrative organs or even to certain 
leading members and have no opportunity to use their own initiative. Some- 
times, administrative power is concentrated in che hands of incompetent lead- 
ing cadres whose directives or commands are consistently divorced from 

reality and in violation of objective economic laws. Sometimes, too, economic 
disputes cannot be settled, the economic interests of enterprises are not 








respected, cases of violations of economic policies cannot be prosecuted 
according to law, and nobody can be held economically or legally responsible 
for the resultant damage. 


Therefore, adoption of the system of economic responsibility must be 

followed by the strengthening of economic legislation and economic judicature. 
The enterprises and the persons in charge of leading organs at various levels 
should be responsible for the legality of all economic activities according 
to law. At the same time, the rights and economic interests of enterprises 
and the workers and staff members should be protected. Only thus can the 
system of economic responsibility progress along the correct channel. 


II. 


After adopting the system of economic responsibility, economic legislation 
for the sphere of commodity circulation probably will include the following 
four categories: 


l. The Law of Planning 


Experience has shown that practical planning is a very important factor 

in all economic activities, and particularly in economic results. The law 
of planning involves quite a wide range of subjects. As shown by experience, 
both positive and negative, over many years, the measures carried out to 
continue the improvement of people's material and cultural life on the 

basis of highly developed production, to oppose high accumulation out of 

re ard for the livelihood of workers and commune members, and to draw a 
rational demarcation line between the targets of mandatory planning and 
those of reference planning so that only the important commodities affecting 
the national economy and people's livelihood are included in state planning; 
the methods to formulate plans of various types, and particularly the pro- 
cedures for their examination and approval; and the authorities and division 
of work during the readjustment period, should be all covered by the law of 
planning. Furthermore, from the standpoint of the system of economic respon- 
sibility, we should note the following three points: 


First, it must be clearly stipulated that all enterprises should fulfill the 
state planning targets of a mandatory nature, and strictly follow the laws of 
state planning and the planning system. At present, some enterprises, in 
their quest for profits, do not produce or trade in the products as required 
by state planning of a mandatory nature. They often fail to fulfill the 
planned targets, but overfulfill targets that are not included in state plans. 
The stat2's planned targets of a mandatory nature are, in a certain sense, the 
general and specific policies of the party and the state expressed in the 
form of figures. Therefore, ohligations under these plans are also obliga- 
tions under the law, which forbids fraudulence and the continued evasion of, 
or resistance to, these obligations. Any enterprise, or person directly 
responsible, should be held economically and legally liable for the failure 
to implement state plans of a mandatory nature. 
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Second, it must be clearly stipulated that in case of economic losses incurred 
by an enterprise as a result of certain errors in the mandatory plans, 
including errors in the substance of the plans and in timing, the enterprise 
concerned should have the right to demand compensation. According to regula- 
tions, if the government at any level transmits to the lower levels the plans 
to be fulfilled, the financial department of the government at the same level 
should be responsible for the accuracy or the alteration of these plans. 
There should be no more ill-defined duties as there were in the past when 
anyone whose word was law could alter the plans at any time, thus touching 
off chain reactions and causing losses for which no one could be held 
responsible. Such a practice should be attributed to our prolonged failure 
to stress economic results and economic accounting, as well as the lack of the 
concept of law on our part. This practice should be immediately corrected 
through legislation. 


Third, in carrying out plans of either a mandatory or a reference nature, 

we must strictly follow various state policies and decress in all our 
production and business activities. No illegal method whatsoever can be 
permitted, and anyone using such methods will be held responsible for the 
economic losses and be prosecuted for the administrative or criminal offense. 


2. The Law of Contracts 


Economic contracts represent the most common form of economic activities in 
the sphere of commodity circulation. Aside from the retailing of the means 
of subsistence, all other forms of business are, in a certain sense, carried 
out according to contracts. Therefore, it is undoubtedly very important 
that there should be practical economic ccntracts. 


The party and the state have always attached great importance to the legisla- 
tion concerning economic contracts. In the early postliberation period, 

the state proclaimed a series of regulations having the character of law. 

In 1950, the State Administrative Council proclaimed the "Provisional Methods 
for the Signing of Contracts and Deeds Among Government Organs, State-Run 
Enterprises and Cooperatives"; in 1963, the State Economic Commission pro- 
claimed the “Provisional Regulations on the Basic Terms and Clauses for Con- 
tracts on Ordering Industrial and Mineral Products"; on 6 March this year, 
the State Economic Commission proclaimed “Tentative Regulations on Contracts 
Concerning Industrial and Mineral Products"; and since the early 1950's, the 
Ministry of Commerce and its affiliated departments have proclaimed the "Con- 
ditions for Supply Contracts” and other similar contract regulations in the 
nature of decrees. All these regulations played a positive role in clarifying 
economic responsibilities; in bringing about closer relations among produc- 
tion, supply, transportation and marketing; in insuring the implementation 
of state plans; and in practicing the system of economic accountability. 


With the introduction of the system of economic responsibility, all enter- 
prises will, on the one hand, be more independent in carrying out various 
economic activities, and will, on the other hand, be more careful in handling 
the relations of rights and duties in the course of exchange. Thus, there 

is naturally a more urgent need to strengthen legislation on economic con- 
tracts so that rights will be protected and duties will be supervised by 
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law. The relations of commodity exchange will be even more complex, particu- 
larly when free buying and selling under planned guidance are permitted to 
exist along with planned circulation, with the latter in the dominant posi- 
tion. Thus it is even more necessary that the normal social economic order 
be protected by law. 


As a legal system, the contract has its legal characteristics. Both con- 
tracting parties should have the qualification of juridical persons or 
natural persons who have the authority to act and to accept responsibility. 
The contracts signed should be in harmony with laws and there must be no 
conflict between their contents and the state laws, decrees, ordinances or 
policies. The contracts should also embody the principle of equality, 
voluntary action and consultation, and there should be exchange at equal 
value and compensation at the established price. The quantity, quality and 
value of the bids [biao di 2871 4104) of contracts, the time limit for the 
fulfillment of contractual obligations, the various expenses to be borne and 
to be paid in settlement, the alteration or termination of contracts, the 
penalty clauses and indemnity for damage, the legal procedures in signing, 
terminating or altering aontracts, and so forth should all be clearly 
stipulated. Such stipulations should be highly effective in quickly checking 
such irregularities as lack of sincerity in signing contracts and in carrying 
out the contractual obligations, the addition of unfair clauses at will, or 
the termination, alteration or suspension of contracts without any economic 
responsibility. 


We should also note that although in a legal sense, quantity and quality are 
the main indexes used in contracts, and the amount of value and the time 
limit are necessary indexes for determining whether a contract is reasonable 
and whether the responsibility has been clearly defined, the various minis- 
tries and commissions under the State Council should, on the basis of state 
legislation and the different economic policies adopted, publicize various 
regulations in the nature of decrees to clarify the terms and clauses in the 
contracts based on different economic policies. For example, for procure- 
ment which involves industry and commerce, they should publicize the separate 
forms of contracts for unified procurement, selective procurement, ordinary 
orders (buying and selling) and processing. For supply, they should publicize 
the terms and clauses of contracts for the supply of commodities for planned 
and unplanned distribution. For contracts between agriculture and commerce, 
they should publicize the forms of contracts for unified procurement, quota 
procurement, negotiated procurement, and advance procurement. At present, 

for example, reliance on the issue of general announcements and publicity 

in the press cannot basically change the practice of noncompliance with 
policies and plans in delivering agricultural sideline products. This must 

be carried out in the form of contracts, and che contracts and policies must 
be carried out under the compulsion of law with due economic or even criminal 
liability. Only in this way can the problems be readily solved. 


In adopting the system of economic responsibility, we must insist on indemnity 
for breach of contract. Such ideas as “everything belongs to the public and 
no outsider can get anything out of the gains or losses among ourselves" and 
"socialist economic dealings are mainly carried out in the spirit of 
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cooperation" must be repudiated. The signing of contracts and paying indemnity 
for breach of contract are practiced not only in capitalist, but also in 
socialist business. Without such indemnity, there can be no rights, responsi- 
bilities and interests to speak of, and the system of economic responsibility 
cannot be successfully enforced. 


The enterprise responsible for a breach of contract should pay the indemnity as 
a matter of principle. This enterprise should be responsible for the indemnity 
no matter whether the breach has been intentional or unintentional. At 
present, there are two sets of relations which make the settlement of contract 
disputes difficult. First, vertical relations. Because of the alteration of 
plans or the announcement of incorrect directives or orders on the part of a 
leading organ, the enterprise can be led to a breach of contract. Under 

such conditions, unless there are specific laws to the cortrary, we hold that 
the leading organ making the incorrect announcement or altering the plans 
should be held responsible for the indemnity, which should be paid by the 
financial department at the same government level. Second, horizontal relations. 
If a breach of contract has been caused by a third party, we should see 
whether any mistake has been committed. If it has been caused by factors 
beyond human control, the third party should not bear the responsibility. 
However, according to the actual conditions in our country, there can be some 
factors which are neither beyond control nor attributed to mistakes on the 
part of a third party. For example, the shortage of electricity and trans- 
portation facilities has a strong bearing on the fulfillment of contracts con- 
cerning industrial and mineral products. For the solution of these problems, 
we should on the one hand quickly set up a system of "contracts for the supply 
of electricity" and “transportation contracts," and, on the other hand, make 

a list of these problems for the time being so that suitable clauses dealing 
with the responsibility can be added later in a realistic way. 


3. Commercial Enterprise Law and the Law of Industrial and Commercial 
Management 


The commercia! enterprise law and the law of industrial and commercial manage- 
ment involve a great many problems. In general, a very good foundatien has 
been provided by the 40 articles concerning commercial work draftex by the 
Ministry of Commerce in the 1960's, the documents drafted by the same minis- 
try at the Qingdao conference concerning the management of retail enterprises, 
and the many regulations for the management of industry and commerce and for 
market control. We will take up these documents in a separate article. 


In combination with the system of economic responsibility, we should strongly 
point out the need for a quick solution through legislation for the problem 
of quality and prices of commodities. At present, the quality of some com- 
modities is deteriorating, and substandard goods are replacing high-quality 
goods and being sold at high prices on the market. Some people have also 
raised the prices either overtly or covertly under various pretexts. Under 
the system of economic responsibility whereby responsibility and profits on 
the one hand and proi.its and individual material interests on the other, 

are all integrated, such acts, in serious cases, amount to criminal offenses. 





We should be aware that in the modern developed capitalist countries, the 
system of total quality control has been adopted and the "law of responsi- 
bility for products" has been promulgated. The United States has even 
adopted the system of responsibility even though the party concerned is not 
at fault. As long as the quality fails to match the advertised standard, the 
enterprise concerned is held economically and legally responsible. Ours is 
a socialist country in which the proletariat and the broad masses of laboring 
people are the masters of their own affairs. All sectors of the national 
economy have their own lofty missions, and all economic activities should 
aim at serving the daily increasing needs of the people's material and 
cultural life. Can it be true that we cannot do what even the bourgeoisie 

is capable of doing? Furthermore, it is the inviolable right of each citizen 
of a socialist country to obtain commodities of suitable quantity and quality 
in exchange for the money he has earned through his own labor. Therefore, 
every enterprise should have the responsibility of setting prices according 
to the quality, and insuring that the quality corresponds to the price. 

When other conditions remain the same, neither lowering the standard of 
quality without lowering the price, nor raising the price without raising 

the standard of quality can be permitted. It is true that when free buying 
and selling and free bargaining are permitted and when supply is inadequate 
for the demand on the market, the price may tend to be higher than the actual 
value. This is only dictated by the law of value. However, refusal to sell 
at the state's planned prices or selling at a price far above the quoted 
market price in the absence of any planned price should not be permitted. 


It should be made clear that the lowering of quality standards and the raising 
of prices are, generally speaking, only unethical or irresponsible acts as 
long as such acts are unintentional and produce only minor effects. In such 
cases, mass criticism and public denunciation should suffice. When the 
effects are serious, however, these acts amount to violations of law and a 
betrayal of trust, which should be punished according to state law. In even 
more serious cases, they amount to criminal offense, and criminal liability 
should be pursued. The victims of these criminal acts are supposed to be 
protected by the criminal law. According to the objective conditions of 
these offenses, these acts (or the lack of action in some cases) constitute 
an infringement of the citizens’ legitimate rights by causing them unjusti- 
fiable losses. According to the subjective conditions of these offenses, 
raising prices and lowering the quality standards, either intentional or 
resulting from honest mistakes, can result in damage to the society. General- 
ly speaking, when the system of economic responsibility is already in force, 
and the rights, responsibilities and interests are all integrated, the 
majority of these offenses are committed intentionally. It is true that the 
principals in these offenses are neither juridical persons (enterprises) nor 
the broad masses of workers and cadres. Article 131 of our criminal law 
specifically points out: "The law protects the citizen's personal and demo- 
cratic rights and other rights against unlawful infringement by any person 

or organization. Those who are directly responsible for serious cases of 
unlawful infringement should be subject to criminal sanction." From this, 

we can see that the government organs and the enterprises are not the 
principals in the offense, and the one who is criminally liable should be the 
"person directly responsible." 
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Of course, after the adoption of the system of economic responsibility in the 
sphere of commodity circulation, there is an urgent need not only for 
strengthened economic legislation, but also strengthened judicature, the 
validation of contracts, arbitration in economic disputes, economic prosecu- 
tion, economic sanctions against the enterprises and the persons directly 
responsible, pursuing their criminal liability, and so forth. All those tasks 
should be actively unfolded according to the policy announced at the Third 
Plenary Session of the llth Party Central Committee, which says: "There must 
be laws for people to follow, these laws must be observed, their enforcement 
must be strict and lawbreakers must be dealt with." Only thus can the 
economic interests and rights of the enterprises be protected by law, their 
economic responsibility and dutiés be supervised by law, and the economic 
activities be carried out independently according to law. In short, only in 
such a way can rights, responsibilities and interests be integrated and the 
system of economic responsibility be properly enforced. 
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ECONOMIC MANAGEMENT 


NINGAIA ON RESPONSIBILITIES OF ACCOUNTANTS 





HK231245 Yinchuan Ningxia Regional Service in Mandarin 2300 GMT 22 Mar 82 


[Text] NINGXIA RIBAO has today [23 March] published a short commentary on 
the report just broadcast by this station. The short commentary said that the 
financial and accounting personnel are fighting in the forefront of economic 
work. They are the pioneers who safeguard financial and economic disciplines 
and their work should be respected by the whole society. The CCP organiza- 
tions at all levels must actively support their work so that financial work 
will be able to play a more significant role in the four modernizations. 
However, at present, it is not umcommon for people like (Xu Pingfang) who 
uphold principles to be retaliated against. The CCP orgenizations at all 
levels and the discipline inspection departments must attach importance to 
this. 


Recently, the CCP Central Committee pointed out that we must seriously handle 
major *conomic criminal cases and other criminal cases. We must resolutely 
combat all criminal activities in the economic field. This is a serious 
struggle which is related to the prosperity and decline of the party and the 
state. The CCP organizations at all levels, the discipline ins ‘ction organi- 
zations and political and legal departments under the CCP authorities must 
have a clear stand and safeguard and support the financial and accounting 
personnel and all upright comrades who dare to struggle against all evil 
practices that violate financial discipline. We must not let anyone who 

take advantage of their positions to retaliate against the financial and 
accounting personnel, escape punishment. We must thoroughly and seriously 
handle every single case so as to promote healthy tendencies and combat 
unhealthy ones. 


CSO: 4006/377 
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ECONOMIC MANAGEMENT 


HEILONGJIANG STRESSES ECONOMIC DISCIPLINE 
SK270941 Harbin Heilongjiang Provincial Service in Mandarin 2200 GMT 26 Feb 82 


[Excerpts] On the evening of 26 February Heilongjiang Province sponsored a 
telephone conference on conducting discipline inspection in financial and 
economic fields. Xie Yunqing, Standing Committee member of the provincial 
CCP Committee and vice governor of the provic :e, addressed the conference. 


In his speech he noted: Our province's work to conduct discipline inspection 
in financial and economic fields has entered a new period. In order to 
further strengthen discipline inspection work in financial and economic 
fields this year and achieve overall development of enterprise financial 
reorganization, Comrade Xie Yunqing called for a good job in fulfilling the 
following tasks: 


1. We must enhance our understanding of the work. 


2. We must enlighten the masses in line with the policies issued by the 

CCP Central Committee and the State Council on improving financial affairs 
among enterprises and consolidating financial and economic discipline and 
rely on and arouse the masses to discover problems which should be dealt with 
thoroughly and satisfactorily. 


3. It is imperative to deal with all serious criminal cases, such as smugg- 
ling, trafficking in contraband goods, graft and embezzlement, profiteering 
and speculation and seeking or receiving bribes, in a timely manner so as to 
penetratingly conduct the work to inspect financial affairs and economic 
discipline. 


4. As long as economic crimes which are discovered by enterprises themselves 
have been well handled, the embezzled funds which they recover may be shared 
between enterprises and the state according to the original proportion. As 
long as the state gets its proper share, enterprise leading personnel will be 
immune from responsibility. All economic crimes discovered by the financial 
department should be dealt with strictly. Resolute efforts should be made 

to recover the funds from enterprises and individuals able to repay the debt 
so as to totally eliminate criminal activities in the economic field. Here- 
after we should not only strictly deal with the recurrence of serious economic 
crimes among enterprises, but should also find out which leader is to blame 
for the crime. 


In conclusion, Comrade Xie Yunqing emphatically urged localities and leaders 
at all levels to place inspection work on their daily agenda and to estab- 
lish or improve their leading organizations governing the work so as to 
successfully implement this task. 


CSO: 4006/375 
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ECONOMIC MANAGEMENT 


IMPORTANCE OF IMPROVING ENTERPRISES STRESSED 
HK220317 Changsha Hunan Provincial Service in Mandarin 1100 GMT 21 Mar 82 
[Station commentary: "Work Hard to Straighten Out the Enterprises") 


[Excerpts] The work of straightening out the province's industrial enter- 
prises and tackling their problems in a comprehensive way has only just 
started. The great majority of comrades on the industry and communications 
front attach importance to this work. However, some cadres lack sufficient 
understanding of this work and their approach is not positive enough. In 
the final analysis, these problems are caused by lack of deep understanding 
of the great importance of straightening out the enterprises, and lack of 
strategic vision. 


We must realize that this work of straightening out the enterprises is a 
strategic task. It is being carried out on the foundation of the basic conm- 
pletion in most enterprises of the revivalist rectification work launched 
several years ago. The starting point is thus higher than before. The 
contents of this work of straightening out the enterprises are different 
from in the past, and the targets are higher. It is necessary to tackle 

the problems in a comprehensive way, centered on improving economic returns, 
and ensure that the work of straightening out the enterprises embarks on a 
new road for developing the national economy. 


Looking at the actual situation in the province's industry and communications 
enterprises, we find that economic returns are everywhere rather low and that 
some major economic and technical indices are not only lower than advanced 
national levels but also, in some cases, below the national averages and 
below the province's own previous best levels. Hence, improving economic 
returns is a major problem we urgently need to solve in the course of 
straightening out the enterprises. 


At present, in connection with straightening out the enterprises, we must 
launch a struggle to hit at illegal and criminal activities in the economic 
field. After the first batch of enterprises have been straightened out this 
year, it is necessary to organize inspection and acceptance in accordance 
with the stipulated criteria. We must bring about a notable improvement in 
all work in the enterprises by straightening them out. 


CSO: 4006/369 
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ECONOMIC MANAGEMENT 


BRIEFS 


NINGXIA ENTERPRISE FINANCIAL INSPECTION-—-The Ningxia Autonomous Regional 
People's Governnent held the second regional telephone conference on finan- 
cial inspection of enterprises on the morning of 12 February. Ningxia 
Regional People's Government Vice Chairman Li Yunhe presided over the 
conference. Regional people's government Vice Chairman Li Li delivered a 
speech, saying: During the previous period for financial inspection, over 
640 people from government organs at all levels went to over 200 enterprises 
to carry out the inspection work. We have found that some enterprises have 
seriously violated financial discipline, rules and regulations, that leaders 
of some prefectures, departments and enterprises have taken a perfunctory 
attitude toward the inspection work, and that about a third of the enter- 
prises in this province have either failed to take any action or have failed 
to successfully carry out the inspection work. All enterprises must complete 
the inspection work before the end of March this year. We must seriously 
handle any major problems found in the inspection work. We must also estab- 
lish and amplify relevant rules an. regulations on the basis of summarizing 
our inspection work. [HK220224 Yinchuan Ningxia Regional Service in 
Mandarin 2300 GMT 12 Feb 82] 





YUNNAN FINANCIAL WORK CONFERENCE--On the evening of 1 February, the Yunnan 
Provincial People's Government held a telephore conference on inspection of 
financial work in the enterprises throughout the province. The conference 
demanded that all prefectures and all departments completely carry out 
inspection of financial work in the enterprises. Since the end of last 
December, the province has done this and achieved relatively good results. 
The province has discovered offenses in violation of financial and economic 
discipline, which involved some 23 million yuan. By the end of last year, the 
province had returned 5 million yuan to the treasury. However, some prefec- 
tures and departments have not sufficiently understood the great significance 
of this inspection work and many prefectures and departments have not carried 
it out. In the light of the problems existing in inspection work, Vice 
Governor Wu Shengmin stressed that all prefectures and departments should 
deepen their understanding of the great significance of inspection work, 
strengthen leadership, adhere to the principle of inspecting financial work, 
making corrections and handling cases simultaneously and carry out inspec- 
tion work quickly and well from start to finish. [HKO40612 Kunming Yunnan 
Provincial Service in Mandarin 1100 GMT 2 Feb 82] 
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GUIZHOU GOVERNMENT TELEPHONE CONFERENCE--On the evening of 5 February, the 
Guizhou Provincial People's Government held a telephone conference on inspec- 
ting enterprise tinances and market prices. The conference vas presided 
over by Comrade (Guo Qingchao), responsible comrade of the provincial Finan- 
cial Bureau. Vice Mayor Shen Yunpu gave an important speech on inspecting 
enterprises. He stressed: All places and all departments must actively 
implement the State Council's irstruction on launching enterprise inspection 
and arrange market price inspection. As far as stabilizing market prices is 
concerned, we must work in compliance with the State Council's instructions. 
It is necessary to deal with those who violate economic discipline. [Guiyang 
Guizhou Provincial Service in Mandarin 2315 GMT 5 Feb 82] 
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FINANCE AND BANKING 


UNIFIED FINANCIAL AUTHORITY, RESOURCES DISCUSSED 


Liaoning CAIJING WENTI YANJIU [THE STUDY OF FINANCE AND ECONOMIC PROBLEMS] 
in Chinese No 1, Jan 82 pp 6-12 


[Article by Ma Daying [7456 1129 5391]: "Om Unified Financial Authority and 
Concentrated Financial Resources"] 


[Text] I. 


For some time, our financial system has been characterized by a dispersion 
of financial authority and a decentralization of financial resources. This 
is an obstacle to our socialist construction. 


The dispersion of financial authority is shown in the following ways: First, 
the financial organs at various levels, from the Ministry of Finance in the 
central government down to the provincial and municipal financial bureaus or 
departments, have little authority, and therefore little resources, for 
working out overall balances or unified plans at their own levels, while each 
of the establishments and departments in charge, particularly the departments 
in charge of economic affairs in the central government, can go its own way. 
They all have certain independent financial authority to work out their 
construction projects and to draw in foreign funds without full consultation 
with the Ministry of Finance and regardless of the overall balance. The 
Ministry of Finance has no way to inquire about their projects beforehand, 
and can only passively pay for the auxiliary engineering projects and the 
public facilities and utilities later. This has been the cause of the 
disproportion among various national economic sectors and between financial 
receipts and payments, usually shown as financial deficits. Such being the 
case, material and credit balances are out of the question. The so-called 
planned economy is like an outer shell without any substance. With the 
national economy in a state of partial anarchy, the exercise of any planned 
control is difficult. Such a situation must be improved, or the task of 
national economic readjustment will be a difficult one. Even if extra 
efforts are made to carry it out, it will still be difficult to achieve an 
overall balance, without which new obstacles will be created in the future. 


Another sign of the dispersion of financial authority is the lack of harmony 
among the departments sharing financial and economic authorities because of 
their internal structure. There is no mechanism for automatic unification 
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and coordination, and no powerful political structure or legal system can be 
found for this purpose in administration. There are six different organs 
exercising general financial and economic authorities on behalf of the state. 
They are the State Planning Commission, the State Economic Commission, the 
Ministry of Finance, the bank, the materials department and the labor 
personnel department. Each of these six organs can exercise authorities 
independently. There is no affiliation whatsoever among them, and they are 
free to set targets within their own jurisdiction for their affiliated 

units at the lower levels. They can all act on behalf of the state in carrying 
out the will of the people. However, there should be one united will for the 
people, and this will can only be transmitted in one voice to all the 
administrative bodies, public agencies and enterprise units in all provinces, 
municipalities and counties throughout the country. The targets passed down 
to the lower levels by these six departments, though different in substance, 
should be along the same line. There should be no discord or conflict among 
them. Opinions, requests and proposals from all administrative units, 

public agencies and enterprise units throughout the country should be approved 
by one single authority instead of six different ones. There is no doubt 

on this point; otherwise, the targets set by the six different departments 

may become disorganized, isolated or even mutually contradictory at the 

basic levels. If six mothers-in-law are in charge of household affairs, 

the daughters-in-law at the basic levels will certainly have a hard time. This 
is how the national economic imbalance was brought about. If we take the same 
old path, it will be impossible for us to set our national economy in order. 
Then how should the authorities of these six different departments be 
coordinated? This problem must be solved. 


The decentralization of financial resources is shown by: 1) the scarcity of 
revenues for the central government, in contrast to the abundance of the 
localities, and 2) the small financial resources at the disposal of the state 
compared with the ample resources of the enterprises. First, the Ministry 

of Finance is responsible for nearly two-thirds of the total national 

financial outlay, while only approximately one-fifth of the total national 
revenues are at its disposal. For a large socialist country with a population 
of 1 billion, such a situation in simply unthinkable. Among all countries in 
the modern world, China is probably the only one with such an irrational 
phenomenon! In financial matters, the central government has to be subservient 
to the localities, and the financial resources are spread out to such an extent 
that it is hard to build socialism in a planned and proportionate way. Second, 
because of the need to delegate more power to the enterprises, as repeatedly 
stressed in public, the only outcome is that the enterprises have to possess 
more funds even though the state finance may be weakened or undermined. Thus 
the state has difficulty in getting money while the enterprises have difficulty 
in spending all their money. Now let us pause and ask: Is it better for the 
state to concentrate the financial resources to be used in building socialism 
in a planned and proportionate way, or for the enterprises to build socialism 
in their haphazard way? This question gives much food for thought and cannot 
be taken lightly. What is the correct answer? This calls for extensive 
discussion, and the answer should be carefully chosen. Acting impetuously can 
only cause more harm than good. 
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Such a financial system does not help in building socialism and may even 
obstruct the rational readjustment of the national economy. We must set uD 
a normal and healthy financial system which is advantageous to our national 
economy. We must create an enduring and practical systen! 


Il. 


Unified financial authority, generally speaking, means the authority of the 
Ministry of Finance, the financial bureaus and departments to make overall 
arrangements and comprehensive balances in handling financial receipts and 
payments at various levels, and the concentration of administrative power over 
the entire national finance in the ha’ ds of the Ministry of Finance. 


The financial organs at various levels should be in charge of financial 
matters and be responsible for working out an overall balance of financial 
receipts and payments at their own levels. No other organization can share, 
usurp or steal their power in this respect. First, we must be sure that these 
financial organs have complete authority over the budgets. All budgeted 
revenues must be accurately accounted for, and there must not be any evasion, 
omission, shortchange or "strategic ambush." Without the financial organ's 
concurrence, no departments in charge can open their own accounts for financial 
receipts, and even newly accrued income must be included in the budget 

pending its final disposition according to law. No expenses can be included 
in the budget without the financial organ's concurrence, and no departments in 
charge can have the authority to arrange for their own construction projects, 
to establish new units, or to open new accounts for expenditures. These 
departments in charge must consult the financial organs and obtain their 
concurrence before they can include any expense on additional or new projects 
in the budget. No funds can be allocated for unbudgeted expenses. 


All economic departments in charge wishing to draw in foreign funds must work 
out a comprehensive plan for the construction project concerned, compute the 
investment returns, prepare alternative plans for comparison, and submit the 
plans together with statements of the incidental construction expenses and 
benefits anticipated to the financial organ concerned. These plans must be 
examined and, if considered feasible, incorporated into the overall balance 
before being included in the budget. In using foreign funds, the departments 
in charge have only the authority to submit the proposition and to initial 
the agreements or contracts. The authority to sign forma] contracts belon,.u 
to the Minister of Finance. The provincial, municipal and other local 
governments have no authority to draw in foreign funds independently. Any 
locality, which is not a special economic zone, wishing to draw in foreign 
funds must have the concurrence of an organ duly authorized by the Ministry 
of Finance, and report the transection to the Ministry of Finance for its 
record. There should be rules and regulations for the authorized organ to 
exercise its authority so that everything can be carried out according to 

the proper procedures. 


All the revenues in the custody of the departments in charge should be promptly 
turned in to the treasury instead of being kept as these departments’ own 
funds. Funds required for the payment of their expenses should be 
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requisitioned from the financial organs instead of being appropriated from the 
funds they have received. 


The Ministry of Finance in the central government is responsible for the 
national finance. The basic features of all financial laws, such as the budget 
law, the law of financial system, the law of auditing, the law of taxation, 

the law of financial control in the enterprises, and so forth, should be 
drafted by the Ministry of Finance and submitted to the State Council, which 
wil! in turn have the drafts examined and approved by the National People's 
Congress. The State Council will then have the laws promulgated and enforced. 
The details of various basic financial laws should also be drafted by the 
Ministry of Finance and approved by the State Council before being announced 
and enforced. Rules and regulations for the internal control of finance by 

the various departments in charge can be set up by these departments themselves 
within che framework of the law and through consultation with the Ministry of 
Finance. Should thre be any objection from the Ministry of Finance, the 

draft of these rules and regulations should be returned with comments to the 
departments in charge within a certain time for revision. If no objection is 
raised within this time, it can be assumed that the gicistry has given its 
approval. 


The localities must strictly observe the rules and regulations set up by the 
central financial authorities. If the details should be based on local con- 
ditions, the local financial organs should draft the detailed rules and regu- 
lations for the approval of the Ministry of Finance before they can be en- 
forced, and the ministry has the authority to make the necessary revisions. 

If the provincial or municipal financial bureaus or departments find the 

rules and regulations of a regional nature adding to the burden of the people, 
they should report this matter to the provincial or municipal government, 
which will submit the matter to .he local people's congress for exawination 
and approval. In any case, these rules and regulations must not conflict with 
state laws, and any part of them that is in conflict should be referred to 

the central authorities for deletion. Rules and regulations concerning 
financial control can be drafted by the provincial or municipal [financial 
bureaus or departments. The rules and regulations will become effective as 
soon as they are approved by the provincial or municipal governments. The 
relations between the provincial or eunicipal financial organs on the one 

hand and the county and city financial organs on the other are governed by 
the same principles. 


fo preserve unified financial authority, we should also restore and further 
strengthen the system of financial supervision. This does not mean that 

the financial organs should be abowrw the departments in charge. The idea is 
only to insure that the funds spent should produce the desired results, and 
that such evil practices as graft, irregularities, tisappropriation of funds 
and other illegal acts can be prevented, restrained or eradicated. Therefore, 
the system of exercising supervision before, during and after the financial 
transactions should be restored. Rules and regulations for financial auditing-- 
giving in detail the scope of supervision, the types of work to be supervised, 
the work procedures, the duties involved and the guidelines for dealing with 
violations--should be set up, publicized and enforced. Duly staffed auditing 
organs should be set up quickly so that they can function at an early date. 
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For a long time, financial supervision has been opposed for the reason that 

it is the duty of the financial organs to serve the organs in charge of 
business. This argument may be acceptable under certain conditions. However, 
laxity in observing financial laws has led to lack of respect for the social- 
ist legal system and disregard for the results of expenditures on the part 

of administrative personnel at various levels, thus hindering instead of 
promoting socialist construction and causing economic losses. We failed to 
take effective remedial action at the first sign of errors, and these errors 
have continued to accumulate until we have to pay a heavy price. Now is the 
time for a change! 


IIl. 


The unification of general financial and economic power in leadership is a 
matter of prime importance in our national economic life as well as the key 
to the efficient building of socialism. As a matter of principle, such pover 
can only be centralized, not decentralized; and can only be harmoniously 
united, not widely dispersed among different departments so that each of them 
can go its own wey. However, the way to accomplish this unification and to 
complete it as an institution is no easy task because of the many problems 
involved. Since I am not sufficiently familiar with the actwal conditions in 
various fields, I will simply make the following tentative observations. 


First, we should further clarify the division of work and etrengthen the 
various departments previously mentioned. The State Planning Commission, the 
State Economic Commission, the Ministry of Finance, the bank, the materials 
department and the labor personnel department all have their organizational 
laws as we.l as their own duties. How should their functions be coordinated? 
The State Planning Commission is in charge of pianning for the national econ- 
omy but such planning also includes financial planning. Should all financial 
and economic authorities be unified under the State Planning Commission? 
Impossible! The State Planning Commission is only in charge of planning, but 
not the implementation of plans. Is it thoroughly tamiliar with the problems 
encountered in the course of implementation? I doubt it. Facts in the past 
10 years and more have proved that the plans formulated by the State Planning 
Commission have been rather sketchy. Instead of combining to form an organic 
entity, the plans for various departments are only loosely related. Further- 
more, the State Planning Commission is not responsible for compliance with the 
budget stipulations, and because of the lack of background knowledge, it is 
powerless to control financial affairs. Therefore, financial planning must 
be the responsibility of the Ministry of Finance, while planning for the 
national economy must by confined within, and not go beyond, the scope per- 
mitted by the financial resources. Only thus can a balance between revenues 
and expenditures be maintained and the planning for the national economy be 
realized. A close combination of a balanced national economic plan and 
balanced financial revenues and expenditures is the best guarantee of success al 
in building socialisn. 


Then how should the work of the State Planning Commission and that of the 
Ministry of Finance be coordinated? One possible method would be to strengthen 
their direct relationship through legal means so that the use of financial 
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resources must be authorized by the financial organs; otherwise, the financial 
organs would not be responsible for the supply of funds. Any unilateral 
action in this respect on the part of the State Planning Commission would 

have no legai effect. Planning for the national economy, based on the figures 
of revenues and expenditures supplied by the Ministry of Finance and on an 
overall balance, should be worked out by the State Planning Commission, and 
then transmitted to the lower levels jointly by the commission and the Minis- 
try of Finance, with the documents signed by the commission and countersigned 
by the ministry. 


Should this method prove cumbersome, an alternative would be for the coordi- 
nation between the State Planning Commission and the Ministry of Finance to 
be worked out at State Council meetings. In other words, this would also 

be coordination between planning for the national economy and planning for 
state finance. In this case, the minister of finance should be concurrently 
one of the vice premiers with the right to speak and to vote at State Coucil 
meetings. All planning departments and firntncial departments should be on 
an equal footing, and people of both department~ could participate in the 
study of problems at the meetings. This is : y to get problems thoroughly 
discussed. After the national economic plan... . 2 state budget had been 
discussed and deciaed at the meetings, the documents would be signed by the 
premier in the name of the State Council. The documents concerning the 
national economic plans should be contersigned by the State Planning Commis- 
sion while those concerning the state budget should be countersigned by the 
minister of finance before their publication and enforcement. 


If the solution of these problems at State Council meetings would seem too 
abrupt, since these problems require meticulous and elaborate handling, a 
third method would be to adda staff office in the State Council to be direct- 
ly responsible to the premier so that the overall financial and economic 
authorities would be directly exercised by the premier himself. Thus not 
only the State Planning Commission and the Ministry of Finance, but also 

the four other departments including the bank should report their activities 
to the financial and economic staff office. Under the direct leadership of 
this staff office, the State Planning Commission and the Ministry of Finance 
would work out the national economic plan and the state budget, which should 
be well coordinated. After approval, the premier would sign the documents, 
which would also be countersigned by the director of the State Planning 
Commission or the minister of finance, before being submitted to the National 
People's Congress for examination and approval, and then for publication and 
enforcement. 


Aside from these three methods, a fourth one would be for the Political Bureau 
of the Party Central Committee to hold the overall financial and economic 
authority. A financial and economic committee should then be created under 
the Political Bureau. This committee would decide on the figures for the 

main projects and the general outline of the national economic plan and the 
state budget, which, after due government process, would be referred through 
the State Council to the National People's Congress for examination, approval, 
and then publication and enforcement. 
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These are my tentative plans. 


I have so far spoken of the coordination between the State Planning Commission 
and the Ministry of Finance only. How about the other four departments? 
Instead of persisting in the use of the system copied from the Soviet Union, 
we can make some revisions. We hold that all six leading departments should 
be organized to form two separate groups. The State Planning Commission, 

the State Economic Commission, the materials department and the labor personnel 
department should combine to form one group, and this would be the economic 
group, with the State Planning Commission as the core. The State Economic 
Commission, the materials and the labor personnel departments should conduct 
their work in accordance with the spirit of the national economic plan and 
with a view to fulfilling the plan, and should avoid any discrepancy or 
contradiction between their work and the national economic plan. The Ministry 
of Finance and the bank should combine to form another group, the financial 
group. The financial policy should be identical with the banking policy so 

as to insure the fulfillment of the financial plans, which would in turn 
insure the fulfillment of the national economic plan. According to the state's 
political system, these six different departments cannot all belong to the 
same level. The materials and labor personnel departments, in particular, 
cannot be at the same level with the State Planning Commission or the Ministry 
of Finance, they either belong to a lower level or should be affiliated with 
the State Planning Commission. Instead of acting independently, they should 
follow the will of the higher level, which, incidentally, represents the will 
of the people. For work convenience, the State Econom‘c Commission should be 
at the same level with the State Planning Commission, but they must have unity 
of purpose. The bank can be on the same footing with the Ministry of Finance, 
but their policies, though different, must be closely coordinated or mutually 
supplementary instead of mutually contradictory. The bank must not do any- 
thing detrimental to the interests of the Ministry of Finance, while the mini- 
stry on the other hand, should give the bank every support instead of ignoring 
it or jeopardizing its interests. In short, the national economic plan must 
be in harmony with the state budget, and this harmony is an important factor 
in the steady develcoment of the national economy as well as the basis of 
unity between the State Planning Commission and the Ministry of Finance in 
work. There should be a single will throughout the country instead of several 
conflicting wills for the development of the socialist economy. Similarly, 
the six leading departments should have one united will for united action; 
otherwise socialist construction cannot be smoothly carried out. The construc- 
tion bank should be kept in its present position. Some people have proposed 
that the construction bank be raised to the same level now occupied by the 
Ministry of Finance and the People's Bank of China. This is improper. There 
are already too many mothers-in-law in China's economy, and we cannot afford 
to have one more. 


There is no need to discuss the local conditions, since the localities are 
under the central government. 


We have had several major economic errors in recent years, simply because of 
the existence of too many "independent kingdoms," each of which can formulate 
its own policies. To achieve a unified financial and economic authority and 








to bring into play the wisdom of the people throughout the country as a means 
of eliminating these errors and leading our national economic development on 
to the road of steady development, it is proposed that we take greater advan- 
tage of the role of the people's congresses at various levels, set up a legal 
system, fully develop democracy, and blaze a new trail for the effective use 
of financial and economic power. This issue deserves careful study, but it 
is not easy to design a whole set of systems. 


Our national system is a combination of discussion and action on the basis of 
democratic centralism. In a legal sense, the National People's Congress is 
the supreme political power organ of the state, and the policy decision organ 
to exercise political power on behalf of the people. The State Council is an 
administrative organ. According to this system, greater emphasis is laid on 
administration, and all the major policies and policy decisions of the state 
should be initiated by the administrative organ, and the drafts should be 
examined and decided on by the National People's Congress. All the deputies 
at the congress have their own duties, not as professional political 
legislators, but as the people's representatives. The sessions of the 
congress cannot be too long. There are two advantages to examination and 
deliberation at meetings: first, through a pooling of resources, the 
decisions reached can be more elaborate and practical; and second, the 
deputies from various quarters can be mobilized to play a vanguard role in 
carrying out the adopted resolutions. Without such a system, it would be 
practically impossible to carry out meticulous examinations or to make 
specific revisions on such important matters as the national economic plan 
and the state budget. 


Based on this system, I would like to propose two more plans: first, the 
standing committees of people's congresses should be staffed with various 

types of professionals, and they should undertake the work of legislation; 

and second, under each standing committee, a permanent budget committee or 
financial and economic committee should be established. This committee should 
systematically study the important problems of the national economic plan and 
the state budget, collect the relevant data, carefully examine the national 
economic plan auu the state budget, report on the results of their examination, 
and request the standing committee to make the required decision. The standing 
committee should in turn report to ths people's congress on the result of the 
examination. The final decision would be made after the examination and 
deliberation of the congress. This would enable the people's congresses at 
various levels to play a more active role and would also bring about a closer 
coordination between the national economic plan the state budget. There would 
then be a smooth development of the national economy. In other words, the 
state's overall financial and economic power would be partly concentrated in 
the people's congresses at various levels. 


This again gives rise to some other questions, such as what would be the 
authority of the people's congresses in examining and deliberating on the 
national economic plan and the state budget; and what would be the scope of 
their authority. In this connection, let us first look at the systems of some 
foreign countries. According to the cabinet system in England, the parliament 
has only the authority to endorse or to veto a proposed budget, but not to 
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revise it, because the revision of a budget amounts to a vote of nonconfidence 
in the cabinet, in which case either the cabinet or the parliament has to be 
dissolved, followed by another election. In the United States, where three 
different authorities coexist, both the Senate and the House of Representatives 
can revise the proposed budget before it is handed over to the President to be 
signed and implemented. If the President disagrees with the recommended 
revisions, he can exercise his veto power. Neither of these two systems is 
adaptable to our country. If the authority of the people's congress over 

the budget is enlarged, according to conditions in our country, such an 
enlargement can only be limited and not extensive. We hold that in dealing 
with a proposed budget, or the national economic plan, the people's congresses 
have ofily the authority to cut down the number of projects or to reduce the 
figures, but not to increase either the projects or the amount of funds. 

Best of all, their authority should be confined to the major items, so that 
only extraneous major projects would be approved by the people's congresses, 
while minor items need not go through the same procedure. As to certain 
important items, such as new forms of taxes which the people's congress 
considers necessary, a resolution could be adopted to this effect and 
forwarded to the government for consideration. The government would introduce 
this item for further discussion; the authority for initiation would rest with 
the government, which is ‘nore experienced in administration and has deeper 
insight into administrat.ve problems. 


- +79 
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Ian solving the problem of the concentration of financiai resources, we must be 
aware that the Ministry of Finance representing the central government has 
very little revenue under its control and must rely on the localities for the 
wajor portion of its revenues. Furthermore, the revenues of the central 
government are not adequate for its responsibility for financial ex:enditures. 
In fact, the revenues controlled by the central government should amount to 
approximately two-thirds of the total national revenues. Therefore, the 
distribution of financial resources between the central and the local 
governments should be based on this proportion; this is the basic requirement. 


However, this is still not good enough. The revenues for the central govern- 
ment should be adequate to meet three requirements: 1) sufficiency; 2) 
stability; and 3) natural growth. First, its revenues should be adequate for 
its expenditures, and this is what I call sufficiency. Second, its revenues 
must be maintained at a steady amount and free from serious fluctuations; 

this is what I call stability. Third, its revenues should grow along with the 
growing prosperity of the national economy; this is called the natural growth. 
To meet these requirements, a restructuring of the existing system of 
financial revenues is neccssary. The proportion of taxes should be raised, 
while the proportion of profits should be reduced. There should also be 
specific stipulations as to which types of taxes have to be paid to the 
central government, and the central govetnment must set up tax bureaus 


directly under it for the prompt collection of taxes and for prom ‘aposit 

in the treasury. Thus the treasury can count on a constant flow venues 
from all localities throughout the country, and the central gover will 

have a firm financial four -tion. Only thus can the financial re ces 
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required for building socialism be assured. Any measures or methods that 
reduce the central government's financial resources will hamper the building 
of socialism, and people throughout the country should be clearly aware of 
this point. 


Here we should give some thought to another aspect of the concentration of 
financial resources. Along with concentration, there should also be suitable 
decentralization of financial resources. The minority nationality areas, 

the frontier regions and the economically underdeveloped areas are being 
heavily subsidized by the central government, to which they are a heavy 
burden. Yet some areas feel that they are being restricted and that they have 
no opportunity to utilize their own resources, while other areas simply rely 
on the central government for everything and have no desire to do anything 

on their own. This situation must be changed. 


How will the restructuring take place? The minority nationality areas and 

the frontier regions are by no means poor, because they have rich natural 
resources and are capable of making their own money. Their present poverty is 
only the outcome of our national economic and financial systems under which 
the rich economic power and financial resources are concentrated in the 
economically developed river valley and coastal areas, thus resulting in an 
uneven distribution. In the past, we supplied the cities in the river valleys 
and the coast with raw materials produced in the frontier areas at low prices 
or even below cost, while the frontier areas were hardly rewarded for the 
value created by their raw materials, fuel and power. This was the cause of 

a wealth polarization in different areas. To change this situation, we should 
raise the prices of the raw materials, fuel and nower in the areas of 
production, and at the same time, increase the production taxes to be 
collected independently by the localities. These taxes alone will be 
su“ficient to meet the local expenses, and no more subsidy from the central 
government will be necessary. This type of local economy, directly linked 
with local revenues, will encourage the lccalities to improve and develop 
their local resources by increasing production, and will in the end further 
benefit the entire tational economy without jeopardizing the economic 
developments in the oastal and river valley areas. This is what I mean by 

a suitable decentralization of national financial resources. As far as the 
central government is concerned, helping the localities to stand on their own 
feet is better than taking over their affairs wholesale. 


A combination of high concentration and suitable decentralization of national 
financial resources will enable both the central and the local governments 

to boldly carry out the building of socialism, and this is the greatest 
benefit to the whole country. 


Of course, we still need to develop industry in the minority nationality 

and the frontier areas. We can adapt our measures to local conditions and 
carry out the projects one by one. Should the conditions change in the future, 
we will accordingly change our future financi-l system. 
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V. 


A serious problem which we must solve is the weak financial resources of the 
state in contrast to the abundance of the enterprises. 


Based on past conditions, it is true that we should delegate some authority to 
the enterprises. As a matter of principle, however, we should supply what 
they are short of and in the correct amounts, while excessive supply should 

r> opposed. 


The purpose of delegating authority to the enterprises is to develop their 
initiative and creativity, or to help them solve their problems in business 
development with their own resources in a proper way and in good time. Every 
enterprise should constantly improve its business. For upgrading its products 
and for technical innovation, a certain number of research personnel, certain 
investment and certain trial production expenses are necessary, and it is 
entirely correct that part of these expenditures should come out of its 
revenues so that it does not have to remain in the passive position of 
requesting instructions and being hamstrung level by level. 


The bonus system has now developed to such an extent that people do not work 
without bonus, or without sufficient bonus. They may even refuse to work if 
they do not get the upper hand in bargaining. Thus the bonus system has led 
to a decline in production. This type of bonus is not only meaningless but 
also a hindrance to socialist construction. Technology has to be constantly 
improved and the equipment has to be constantly renovated. However, welfare 
measures carried out in the name of technical improvement or equipment 
renovation must be opposed. It is true that there should be certain welfare 
measures, such as labor protection, environmental protection and so forth. 
However, we must oppose the use of funds, earmarked for these measures, for 
other purposes. All expenses should produce the desired effect; otherwise, 
the money will be wasted and may imperceptibly lead to corruption. This is 
something we have to guard against in actual work. 


The delegation of authority to enterprises now means, after all, the use of 
state funds to "fatten" the enterprises. If state funds are exhausted and 
the enterprises have more funds than they know how to use, does this mean any 
advancement of social welfare? I don't think so. It may even ‘‘1rm out to be 
a social evil, because the state will be powerless to do anything for the 
good of the people. 


Is it good or bad for enterprises to have decisionmaking power? This question 
deserves some discussion. If all 400,000 enterprises have decis onmaking 
power, become indeperdent cells in the national economy, and are free to decide 
on their own business policies as dictated by their own interests, there is 

no doubt that the enthusiasm of the enterprise leadership and the workers and 
staff members will be aroused. However, this can be dangerous. How dangerous? 
There should be no problem as long as the enterprises can stand firm on the 
market. But what will happen if they cannot withstand certain pressure and 

are washed out of the market? This is the first potential danger. How to 
reconcile enterprise autonomy with planned economy and how to prevent 
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enterprises from acting rashly? This is the second potential danger. When 
all enterprises have obtained their own decisionmaking power, will job place- 
ment be spontaneous or planned? Should labor welfare be the same everywhere 
or be of endless varieties in different enterprises? Here lurk some elements 
of social unrest, which is the third potential danger. In the past, when the 
idea of "a prosperous year" prevailed in the countryside, every production 
team leader distributed all the gains of the year and did not plan for the 
future. Now, if all 40 million [as published] enterprises have the idea of 
"a prosperous year" and procvced to "distribute all and eat all" for the 
workers’ immediate benefit instead of planning for the future, the whole 
national economy will become chaotic and the slightest disturbance will bring 
ruin to enterprises in large numbers, leaving the state to pick up the pieces. 
This is the fourth potential danger. 


The delegation of authority to the enterprises should be limited and with a 
purpose. It should be regulated by rules and regulations, and the delegated 
authority should be revocable. The delegation of power should be carried out 
gradually instead of abrup.ly. If it is carried out on an all-out basis, it 
may be difficult to take any corrective action when its defects have been 
exposed, and the damage to the national economy may be incalculable. 


Decisionmaking power for enterprises essentially means “guild-socialism." In 
a large country like ours with a population of 1 billion, it would certainly 
be dangerous to practice guildism by allowing all the enterprises to control 
the national economy spontaneously instead of developing it in a planned way. 
Since the financial system of "cooking in separate kitchens" was adopted, 

many plants have been built blindly throughout the country, and the problems 
thus far created should ve enough to arouse our vigilance. It would be better 
for us to be more cautious. Economic reform through the delegation of 
authority to the enterprises at the expense of state finance may bring more 
harm than good. This matter now deserves our reconsideration. 


Vi. 


This article has presented some ideas about the unification of financial 
authorities and the concentration of financial resources. These are simply 
ideas. How a socialist financial system should be established is an urgent 
matter which should be pondered by all financial workers. If everybody will 
express their views from different angles in the light of their own 
experiences, they can certainly find some suitable way, after a while, for 
setting up an appropriate system. It is on such an understanding that I have 
dared to present my views with the hope of provoking some useful discussion. 


9411 
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FINANCE AND BANKING 


JILIN CONDUCTS ENTERPRISE FINANCIAL CHECKUP 
SK200512 Changchun Jilin Provincial Service in Mandarin 1100 GMT 19 Mar 82 


[Text] The province conducted a provincewide enterprise financial checkup 
from mid-December 1981 to 15 March 1982. So far 48.6 million yuan has been 
found to be illegal. The enterprise financial checkup was conducted with the 
direct guidance and assistance of the provincial CC? committee and government 
and the work groups of the State council. 


After all the enterprises had completed financial self-examinations, 373 
work groups composed of 2,068 people were sent tc 922 selected enterprises. 
The problems discovered included retaining profits which should have been 
turned over to the state; expanding the coverage of production cost; arbitrar- 
ily appropriating expenditures to reduce profits; increasing the amount of 
money retained from profits to be used as enterprise basic funds; arbitrarily 
issuing bonuses and allowances; arbitrarily raising and lowering prices; 
illegally raising funds; engaging in unauthorized capital construction and 
giving feasts and gifts. Discipline violations such as corruption, theft, 
speculation and bribery were also discovered. Some offences were so serious 
that departments concerned handled them as criminal cases. 


Through this checkup, the revenues increased and expenditures saved totaled 
22.39 million yuan. Some 18.26 million yuan of the revenues has been put in 
savings. This is significant to our efforts to narrow the difference between 
revenues and expenditures. 


Discipline-abiding enterprises were also found during the financial checkup. 
They included (Sancazi) Forestry Bureau, Hunjiang Municipal Printing House, 
Jilin Municipal No 4 Chemical Industry Factory, Changchun Rubber Plant and 
Tonghua Municipal No 2 Knitwear Mill. Their bookkeeping systems and financial 
procedures were complete. Sound economic accounting systems has led them to 
increasingly better economic results. 


CSO: 4006/368 





FINANCE AND BANKING 


NEED TO STRENGTHEN TAX MANAGEMENT WORK STRESSED 


Beijing CAIMAO JINGJI [FINANCE, TRADE AND ECONOMICS] in Chinese No 1,10 Jan &2 
pp 23-27 


[Article by Liu Zhicheng (0491 1807 1004]: "Strengthen the Management 
and Develop the Role of Taxation"] 


[Text] I. Tax management is an important link in correctly implementing 
the tax policy, organizing fiscal revenue and strengthening supervision. 
Only by proper tax management will the functions and role of taxation be 
fully developed. 


First, taxation is the main means for the state to acquire revenue. State 
taxation is actual]: an important form for the necessary social "deduc- 
tion” in the distribution of the national income. To maintain its exis- 
tence and development, the political regime of any country must have a 
certain amount of financial power for its indispensable expenditures on 
national defense, administration, culture and education, and economic 
construc tion before it can assure the normal operation of the state ma- 
chine. To assure a reliable material foundation for the activities of 
the state, Chinese and foreign state powers in ancient and modern times 
all collect taxes. They rely on the political force, adopt legal forms 
and apply coercive measures to acquire the revenue of the state. This is 
a distinct characteristic of taxation. 


Next, taxation i an important tool for economic intervention. Many 
modern countries give serious attention to the use of taxation to guide 
economic development. To impel the rational developmenc of the national 
economy, the state must exercise necessary interventions in the economic 
activities. Thus, the leverage of taxation must be applied to regulate 
the income distribution of all sides and guide production and consumption. 
In the crisscrossing and complex national economic activities, taxation 
permeates production, circulation, distribution and consumption. By 

means of taxation or exemption and high or low tax rates, the state can 
embody its policies of encouragement and restriction to influence the 
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economy. On activities to be encouraged and developed, the state adopts 
the policy of less or no tax; on those to be restricted, it adopts the 
policy of nigh tax. Particularly in the period of the national economic 
readjustment, it becomes even more necessary to regulate the economic 
interests of the departments, areas, enterprises and individuals by means 
of the tool of taxation in order to promote the readjustment of the in- 
dustrial, productive and organizational structures and implement the 
policy of aligning the microeconomy to the macroeconomy. In recent years, 
the role of taxation in this aspect has been receiving a growing atten- 
tion. 


To fully develop the role of taxation in organizing fiscal revenue and in 
intervening in and regulating the economy, the state must formulate a 
correct “ax policy and create a perfect tax system adjusted to the econo- 
mic conditions. For the implementation of the tax policy and system, it 
must create and follow the necessary tax management system. Without 
strict management and supervision, it is impossible for a tax system, no 
matter how good, to be concretely implemented and produce the expected 
results. It is difficult to conceive that every enterprises and every 
un.t will, without exception, pay their taxes to the state promptly and 
fully, and it is also difficult to conceive that the state, when inter- 
vening in certain economic activities by means of taxation, will not 
encounter the slightest resistance. Therefore, tax decrees, after their 
formulation, must be supplemented with detailed management work before 
their implementation can be assured. Law alone will not enforce itself, 
and the tax law may turn into a sheet of blank paper. Only when the tax 
law is accompanied with management will it display its proper might. One 
may say that the role of taxation is realized by means of strict tax 
management. 


Il. Certain contradictions in economic interests, still found under the 
socialist conditions, among the state, the enterprises and the individuals 
likewise require the strengthening of tax management for their solution 
and for the fulfillment of the distribution policy. 


Socialist taxation is essentially different from the taxation of feudal 
and capitalist societies. Under ovr taxation, we take from the people 

and use it on the people. In form of taxation, the state collects accord- 
ing to policy a part of the funds scattered among the enterprises, units 
and individuals and thereafter, by means of budgeting and arranging, use 
the funds in a planned manner on promoting the socialist science, culture, 
education, public health and administration and developing the economic 
and national defense constructions. In the final analysis, taxation is 
for the purpose of consolidating the socialist system and continuously 
improving the material and cultural life of the masses. Thus, state 
taxation, as a whole, is identical with the basic interests of the masses; 
therefore, it has the support and approval of the enterprises, units ard 
people. Nevertheless, state taxation, in another aspect, has the function 
of regulating the interests among the areas, the enterprises and the 
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individuals; therefore, there are certain contradictions between it and 
the areas, enterprises and individuals. Such contradictions are mani- 
fested as the contradictions between the whole and the part, between the 
long-range and the temporary, between areas and between enterprises. For 
certain special economic formations, there is also the contradiction be- 
tween the pro and con of restrictions. 


Currently, such contradictions in taxation are conspicuously manifested 
in two aspects: 


First, tax evasion and nonpayment among the enterprises are fairly se- 
rious. In May 1981, the General Taxation Bureau, following the directive 
of the State Council, issued an announcement to launch nationwide inves- 
tigations of tax evasions and nonpayment. The self-examination of the 
enterprises themselves and the investigations of tax organs uncovered 

more than 1.1 billion yuan of taxes evaded and unpaid. Problems were 
found in about half of the enterprises investigated. According to the 
statistics of 10 provinces and municipalities such as Liaoning and Hebei, 
47 percent of state enterprises and 63 percent of the supply and marketing 
cooperatives were involved. Many of the violations were due to “he 
failure to understand the tax provisions or negligence on the part of the 
enterprises, but some belonged ‘n the category of fraud and deliberate 
evasion. There were cases where the sales receipts were not reported, 
where high tax rate products were reported as low tax rate products, where 
receipts were treated as exemptions, where, taking advantage of the loop- 
holes in the tax law, products were transferred to tax exchange accounts 
for sale in order to evade taxes, and even where two sets of books were 
kept, using the false account to satisfy the tax organs. 


Next, the situation of willful reduction and exemption of taxes is also 
relatively widespread. Some areas, in violation of the provisions of the 
tax management system, exceeded their authority to handle tax problems, 
resulting in multiple administrations each going its own way. A number 

of areas made unauthorized changes of the uniform tax rates or arbitrarily 
reduced or exempted taxes, involving 60 or 70 willion yuan annually in 
some provinces. Replacing law with power, some leaders, with one stroke 
of the penx, exempted taxes in thousands and tens of thousands of yuan. 

Not only reducing the revenue of the state, but the practice disrupted 

the uniformity of the tax law and created contradictions in tax burdens 
among the areas, the industries and the units. Some even erected tax 
barriers, using taxation to protect competition and producing an unfavor- 
able influence on the entire national economy. After the State Council 
published the "Resolution on Balancing Revenue and Expenditure and Streng- 
thening Fiscal Management" in 1981, the various areas and departments 
overhauled the tax provisions made in the past. Some problems have been 
corrected, while others have not been conscientiously handled, and the 
practice of arbitrary reduction and exemption has not been completely 
checked. 
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Besides a weak concept of the legal system, greater consideration of the 
partial interest at the expense of the whole, and narrow departmental 
views, the lack of strictness in the system, the slack management, the 
many weak links in work and the failure to manage what should be managed 
constitute another important reason for the problems to be so widespread 
and serious. The practical conditions indicate that strengthening tax 
management is an urgent task requiring immediate attention. 


III. Strengthening tax management is the basic function of the taxation 
department. The regular tasks of the tax bureaus of the various levels 
created by the government and the large personnel assigned by it are to 
implement the tax decrees, enforce tax management and organize tax re- 
venues. According to the practical experience of many years, we feel 
that, to properly handle tax management, work in the following aspects 
must be stressed: 


1. Upholding the centralized and unified management of taxation. The 
tax policy has been formulated according to the party's lines and princi- 
ples, represents the basic interest of the socialist state and embodies 
the correct distribution relationship «ong the state, the collective and 
the individual. Some of our current tax laws were passed and published 
by the National People's Congress and others announced and implemented by 
the State Council, but the concrete interpretations were made by the 
Ministry of Finance by authority of the State Council. As the imp-rtant 
component parts of the laws of the state, they have a binding force on 
all departments (including the taxation department itself), all areas, 
all units and all enterprises, brooking no violation. Upholding the uni- 
formity of the tax law is necessary to safeguard the economic act‘vities 
as well as to assure the fiscal revenue. If the same product is taxed in 
area A and exempted in area B, or charged a high rate of tax in the former 
and a low rate in the latter, it will create an imbalance in the tax bur- 
den, eventually causing confusion in the market and even affecting the 
normal development of the national economy. 


China's land is vast and the economic development of the verious areas 
very uneven. To facilitate the handling of certain concret proolems in 
line with local conditions, while stressing the uniformity orf the tax law, 
an appropriate amount of management authority must be granted to the 

local areas. Nevertheless, such local authority must be exercised in 
accordance with the provisions of the uniform tax law; it must never 
exceed the boundaries permitted by the tax law. In recent years, some 
areas, in disregard of the uniform provisions of the tax law, gave special 
considerations to some enterprises. As a result, the small tobacco 
plants, wineries and textile mills developed in large numbers and competed 
for raw material and market with the large plants. Consequently, the 
advanced were discouraged and the backward supported, the enterprises 

were benefited and the state suffered losses, detrimental to the entire 
national economy. Therefore, the uniformity of tax management must be 
upheld, and flexibility can only be properly developed under the guidance 
of uniformity. 
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2. Strictly enforcing discipline on payment of taxes. As taxes are 
“something obtained from the residents without compensation,” stressing 
the tax law and enforcing discipline on the payment of taxes become par- 
ticularly important. The enterprises, units and industries should consi- 
der paying taxes according to law a glorious obligation to the state. 
They must file tax registrations according to law, make tax returns 
honestly and promptly and pay their taxes in full. To maintain tax dis- 
cipline, the tax organs must strictly enforce the penalties on conduct in 
violation of the tax law. Overdue fines must be levied for late payment; 
evasions must be penalized in addition to collecting the proper amount of 
taxes; where the circumstances of evasion are serious, the personne] 
directly involved must be held criminaliy responsible. Compelling the 
enterprises to conscientiously follow ine tax discipline is an important 
task of the tax department to improve management. 


Disobeying the tax law and interpreting it according to their own needs 
or issuing to the lower level written instructions conflicting with the 
law are violations, and the enterprises involved and their ~-esponsible 
departments must bear the appropriate economic responsible, as well as 
the legal responsibility in serious cases. 


The tax units have an even greater duty to obey the tax decrees, act 
according to law and make the levies according to the proper rates. 
Violating the tax policy and acting in disregard of the provisions of the 
tax law, causing damage to the interests of the state or the taxpayers, 
constitute derelictions of duty, and the taxpayers may file appeals or 
complaints, which must be conscientiously investigated and handled by the 
organs in charge. 


3. Properly managing the taxpayers. China's taxpayers of various 
economic natures total more than 2 million, spreading throughout the 
urban and rural areas, from large modern enterprises to outlying small 
family stores. The proper management of the taxpayers is a very complex 
and important matter. 





First, tax registration is an indispensable measure to clarify the sources 
of taxes and enforce control. By means of registration, the tax organs 
will gain comprehensive knowledge of the basic conditions of the various 
kinds of enterprises, have a clear idea in mind, eliminate evasions and 
lay a foundation for management work. Next, tax appraisals account by 
account are a good means to concretely apply the provisions of the tax 
policy and law to the taxpayers and link them with the taxed items. By 
means of tax appraisals, the enterprises and units will know what items 
are taxed among the business operated by them, at what links to pay the 
tax, which rates are used for tax computation and when to make the pay- 
ment. Tax appraisals should be made once a year, and revisions, supple- 
ments and reappraisals should be made promptly in case of changes in the 
production and operation of the enterprises or in the provisions of the 
tax law. As the tax appraisal certificate (form) is the documentary 

basis for the enterprises and units to compute taxes and the concretization 
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of the tax provisions, it must be handled carefully to insure full accu- 
racy. Thirdly, the method of levy must be determined. As the economic 
natures and the scales of th= enterprises and units are different, the 
method of levy must be deterwined severally in accordance with the con- 
crete conditions. For state and collective enterprises, collection should 
be made by checking the accounts; for enterprises with a relatively sound 
fiscal system and a relatively correct attitude on paying taxes, the 
method of making computations, vouchers and payments of industrial and 
commercial taxes by the enterprises themselves may be followed while the 
tax organs reinforce scheduled guidance and -nspection. Where the finan- 
cial and accounting system of an enterprise is not sound, the tax organs 
should, in coordination with the departments in charge, assist the enter- 
prise to create a sound system; where the financial and accounting per- 
sonnel of an enterprise lack familiarity with business, the tax organs 
should assist them to improve their professional level and learn the tax 
provisions. For the taxation of dispersed and extremely small taxpayers 
and individual industrial and commercial accounts, fixed-rate or fixed- 
sum levies may be determined according to the practical conditions. Re- 
gardless of the methods followed, the proper taxes must be collected as 
far as possible under the principle of simplicity and rationality. 
Fourthly, the enterprises must be guided to correctly make tax declara- 
tions. The :%x declaration is not only a procedure to be followed by the 
enterprises, but also an important basis for the tax organs to handle 
collection and verify the proper taxes. The fact that, in many areas in 
the past, evasions were always discovered at every investigation was be- 
cause the declarations were inaccurate and the examinations not meticu- 
lous. The tax organs should perform the guidance work beforehand, help 
the enterprise financial and accounting personnel familiarize themselves 
with the tax provisions and payment procedures and improve the quality of 
making declarations and payments. fifthly, tax inspections should be 
properly made. Inspecilon is an effective means to supervise, after 
levying, the enterprises in their proper perfcrmance of tie duty of paying 
taxes and an important link in tax management, because other items of 
improperly performed management work can be remedied during the process. 
In the course of inspections, evasions and failures to make prompt pay- 
ments, overpayment or underpayment due to errors in computation, and con- 
ditions in vio'ation of the tax policy can be uncovered and rectified. 
Meanwhile, by means of tax inspections, the economic activities of an 
enterprise can be given the necessary supervision. The major problems in 
production and operation, whe~ “etected, must be promptly reported, sug- 
gestions made and the enterprise in question helped to strengthen its 
business accounting, improve its operation and management, enhance its 
economic results and promote its production development. Violations of 
fiscal and economic discipline, upon discovery, must be reported to the 
leading organs for acti 


4. Strengthening investigation and etudy, adjusting to the new md itions 
ind continuously itmproving the tax management level. Currently, the na- 
tional economy is undergoing readjustment and restructuring, and major 
changes have occurred and are occurring in the social economic structure. 
In rural areas, with the fulfillment of the party's economic policy and 
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the introduction of all kinds and forms of production responsibility sys- 
tems, peasants’ voluntary economic associations have emerged successively 
in many areas. Marketing trading is flourishing more and more, and 
taxable products directly entering the market have greatly increased. 

In urban areas, all types of economic responsibility systems are being 
introduced, combinations of production and marketing such as industrial- 
agricultural-commercial, industrial-commercial and agricultural-commercial 
joint operations have emerged, and the liaison between the realms of pro- 
duction and circulation is becoming ever more rational. Besides the 
state and collective economies which constitute the principal part, the 
socialist economy also includes multip.2 economic components such as 
domestic and foreign joint capital, cooperative production, foreign, 
joint operation, and private stock enterprises, individuals with appren- 
tices or hired help, and individually funded operations. All these 
changes have brought new tasks to tax management. As certain management 
systems and forms created on a unitary economic basis in the past are no 
longer suitable or completely suitable, we must strengthen investigation 
and study, clarify the new condivions, solve the new problems, explore 
and create management systems and methods compatible with the current 
economic conditions and raise tax management to a new level. 





IV. The task of tax management is extremely formidable. As taxpayers 
are spread in all areas and the scales and operational patterns of the 
enterprises are different in a thousand ways, we must have a rational 
organizational form and work methods in order to properly perform the 
task. 


The tax organs are the special organs exercising tax management. We 
should, according to the tax sources and regional conditions, create 
sound and rationally distributed tax structures to perform the functions 
of tax management. The tax units must rationally organize the forces 
within the units, create management forms compatible with the local con- 
ditions and appoint special-duty personnel. They must assign tax teams 
for large enterprises and tax officers for medium ones to be stationed in 
the plants. The small enterprises must be organized according to indus- 
tries or sections with special tax officers in charge of tax management. 
Dividing up the work for special management in rural areas and making 
rotational inspections and on-site collections by special persons fur 
rural market trading must be practiced in rural taxation. We must truly 
attain the stage where proper persons are in charge of all the accounts. 
The special tax officers must strictly follow the personal responsibility 
system, and the tasks, ranges of responsibility, quality requirements and 
time to be spent on the tax accounts for each and every special officer 
must be clearly specified. The work of the special officers must be 
arranged, inspected and regular’ y examined. The purpose of such examina- 
tion is mainly to determine whether they act according to law and compute 
the taxes according to the proper rates and, under the premise of imple- 
menting the policies, to assure the prompt and full collection of the 
proper taxes and turning them over to the treasury. Those performing 
their tasks properly should be given commendation and encouragement; 
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errors and evasions due to der2liction should be handled by means of cri- 
tical education and by investigating the responsi! lity. The able and 
qualified special officers should be given appropriate titles according 
to the relevant provisions. Clearly defined responsibilities and appro- 
priate reward and punishment will impel the special officers to go deep 
into reality and perform more intensive and meticuious management work 
with a greater effort. 


The special tax officers are the front line fighters in tax management. 
While making strict demands of their work, we must also show a warm con- 
cern. Their work conditions are arduous, climbing mountains and crossing 
waters, walking the streets and traversing the alleys months and years, 
and assiduously accumulating funds for the state, yet constantly running 
into all kinds of resistance. Therefore,.their work is difficult to per- 
forn. We must be sympathetic for their plight, respect their labor, 
support their work, concretely solve the practical difficulties in their 
work and life and activate their enthusiasm. We must create relativelv 
better working and learning conditions for them and help iaprove their 
political-ideological awareness and policy and business levels, in order 
to adjust to the need of the development of the work. 


As tax management work is aimed at tens of thousands.of taxpayers... 

just the strengths of the tax organs is inadequate. We must rely on 
party and government leadership, the coordination of. the departments con- 
cerned and the support of the masses before we can succeed. The practice 
ot more than three decades since the founding of the nation has proved 
that the broad enterprises, the departments concerned and the masses do 
support the tax policy and tax work of the state. Those deliberately 
violating the law are after all a minority. The issue is that we must 
strengthen the propaganda education on taxation. We should utilize all 
kinds of forms, propagandize widely, explain clearly the role of the 
socialist taxation and hand the policies to the masses, enabling them to 
understand why the duty of paying taxes must be performed and how to 
correctly perform it, and to make paying taxes according to law their 
conscious action. By so doing, tax management will have a firm mass 
foundation. Today, our industrial and commercial tax revenues mainly 

come fron the socialist state and collective enterprises, and their tax 
payments constitute 90 percent or more of the total taxes paid. The con- 
ditions of their tax payments exercise a decisive influence on the revenve 
of the state. Thus, it becomes more necessary to improve the cooperation 
and coordination with the responsible units of the enterprises and streng- 
then their education on paying taxes according to law. We must organize 
the fiscal and accounting personnel of the enterprises to study tax poli- 
cies and decrees, explain to them in detail the concrete provisions and 
procedures, and make them understand how to pay the taxes. We must also 
humbly heed the opinions of the enterprises, units and masses on tax work 
and study the problems in management, in order to overcome the defects 

and improve the work. The enterprises paying taxes properly should be 
commended and their experiences conscientiously summarized and popularized; 
those failing to pay taxes properly should be given critical education and 
handled according to law. The handling of typical cases of serious eva- 
sions and resistance must be publicly reported in order to spread the 
influence ard promote the development of tax work. 

6080 
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FINANCE AND BANKING 


BRIEFS 


ZHEJIANG ENTERPRISE REVENUE--In 1981, the enterprises run by communes, 
production brigades and teams [she dui qi ye 4357 7130 0120 2814] in Zhejiang 
Province earned a total revenue of more then 5.8 billion yuan, showing a 20 
percent increase over the preceding year. Of this amount, more than 5.3 
billion yuan were attributed to industrial enterprises. [Hangzhou ZHEJIANG 
RIBAO in Chinese 5 Feb 82] 


SICHUAN RELIEF FUND DISTRIBUTION—-The Sichuan Provincial People's Government 
at all levels have done a good job in the distribution ard use of relief 
funds for flood victims. They scored good results in restoring production 
and in rebuilding the damaged houses. According to statistics, some 610,000 
houses have been rebuilt in the flooded areas, which is 66 percent of the 
total number of houses that should be rebuilt. Some 570,000 damaged houses 
have been repaired, which is 74 percent of the total number of houses that 
should be repaired. Thirty-five percent of the relief funds were allocated 
for the use of food, while 6 percent were used for preparatory work. 
[HK130832 Chengdu Sichuan Provincial Service in Mandarin 2300 GMT 7 Feb 82] 





HUBEI SAVINGS INCREASED--In i981, Hubei Province's urban and rural savings 
were 395 million more than in 1980, an increase of 30 percent. There had 
already been a relatively big increase in the previous 2 years. In 1981, 
the total amount of savings reached 1.731 billion yuan. The characteristics 
of the savings increase in our province last year were: 1. Rural savings 
increased by a big margin. The total rural savings were 200 million yuan 
more than in 1980, an increase of 39 percent. The increase rate of commune 
members’ savings was higher than that of inhabitants in cities and towns. 

2. Savings rose continuously month after month. This was different from 
previous years in which savings usually increased in busy seasons and dropped 
in slack seasons. 3. Fixed deposits further increased. Last year, fixed 
deposits accounted for 72.6 percent of the total savings. [Text] [HK150811 
Wuhan Hubei Provincial Service in Mandarin 1100 GMT 11 Feb 82] 


JILIN TREASURY BONDS COMMITTEE—The Jilin Provincial People's Government 
today established a committee for promoting the sale of teasury bonds as a 
subordinate organ. Deputy Governor Zhang Shiying was appointed chairman of 
the committee. The main tasks of the committee are: Allocating sales tasks; 
organizing and promoting the sale of treasury bonds and helping mobilize the 
various departments and the masses to purchase them; hearing triefings 


93 











prepared by local offices in charge of treasury bonds sales; and dealing with 
problems raised by the local offices. [SK211303 Changchun Jilin Provincial 
Service in Mandarin 1100 GMT 20 Feb 82] 


GUANGXI PROMOTES BANK DEPOSITS--Recently the Guangxi branch of the People's 
Bank of China, the Guangxi branch of the Agricultural Bank of China, GUANGXI 
RIBAO, Guangxi Broadcasting Station, Guangxi Mass Art Exhibition Hall, the 
Guangxi branch of the Chinese Dramatists’ Assocation, the Guangxi branch of 
the Chinese Musicians Association and the Guangxi branch of the Chinese 
Association of Ballad Singers have jointly sponsored activities on soliciting 
the writing of scripts, songs and articles on mobilizing people to actively 
deposit their money in the banks. The scripts, songs and articles should be 
concerned with the exemplary deeds of the old generation of revolutionaries 
and advanced people in striving to build up the country through thrift and 
hard work, of holding weddings in a thrifty way and deeds which are concerned 
with the criticism of the bad habits of extravagant ways of life and weddings. 
Rewards will be given to successful contributors whose works will be put on 
show or published in the press. [Nanning Guangxi Regional Service in Mandarin 
1100 GMT 19 Feb 82] 


GUANGDONG ENTERPRISES’ FINANCIAL WORK--Since the middle of December last year, 
Guangdong Province has carried out the iuspection of enterprises’ financial 
work. According to incomplete statistics, the province has discovered that 
the violations of discipline have involved 57.7 million yuan, and it has 

been able to increase its revenue by 16 million yuan and submitted 10 million 
yuan to the treasury after dealing with cases of violations of discipline. 
Relevant departments of the province recently held a conference to sum up 

its previous experience in inspecting financial work and to make further 
arrangements for the work in the next state. [HK160839 Guangzhou Guangdong 
Provincial Service in Mandarin 2350 GMT 14 Mar 82] 


LIAONING RESTORES TAXES--Effective 1 March 1982, the Liaoning Provincial 
People's Government will restore the collection of taxes among animal trades 
and will collect taxes in issuing license plates to individually—owned 
motorcycles effective 1 April. The decision of the provincial people's 
government notes: Units and individuals who have bought draft animals such 
as cattle, horses, mules and donkeys from markets should pay 3 percent tax 
in their total payment. In addition to this tax, draft animal peddlers should 
pay 10 percent industrial and commercial taxes in line with the regulations 
of temporary buisness. Tax-paying wnits and individuals who have evaded 
taxes must have imposed on them a fine five times higher their tax amount. 
The provincial people's government also ruled that motorcycles owned by 
individuals throughout the province should be equipped with a license plate 
which should be paid for by the owner. Those who own a bicycle equipped 
with a motor should pay 3 yuan in each revenue period, 5 yuan for two-wheel 
motorcycles and 10 yuan for three-wheel motorcycles. Tax-paying individuals 
should hand over the money to their local tax office at the beginning the 
revenue period. Those who fail to pay taxes must pay a fine three times 
higher; than their tax amount. [Text] [SK252222 Shenyang Liaoning Provincial 
Service in Mandarin 1100 GMT 24 Feb 82] 

















FINANCIAL STATISTICS FOR PRC--China's foreign exchange deposits totalled 
US$4.773 billion and gold reserves amounted to 12,670,000 ounces, the journal 
CHINA FINANCE reported. The journal listed a number of financial statistics 
for the end of last year, including: Savings totalling 203.297 billion yuan, 
37.433 billion yuan over 1980; circulating currency of 39.634 billion yuan, 
5.014 billion yuan over 1980; a total of 276.466 billion yuan in outstanding 
loans from banks, 35.937 billion yuan over 1980. Middle and short-term loans 
for equipment amounted to 8.375 billion yuan, 2.825 billion yuan over 1980, 
and loans to collective and individual businesses 9.915 billion yuan, 2.086 
billion yuan over 1980; savings of 31.961 billion yuan in rural credit co- 
operatives, 4.727 billion yuan over 1980; and, a total of 9.638 billion in 
outstanding loans from rural credit co-operatives, 1.474 billion yuan over 
1980. [Text] [HK140720 Beijing CHINA DAILY in English 13 Mar 82 p 2] 


HUNAN EXPENDITURES--Hunan Province spent 4.3 billion yuan on improving living 
standards from 1979 to 1981. This was equivalent to about half the province's 
total revenue during the period. [HK240256 Changsha Hunan Provincial Service 
in Mandarin 2310 GMT 23 Mar 82] 


CsO: 4006/368 


95 




















MINERAL RESOURCES 


BRIEFS 


XINJIANG GOLD PRODUCTION--The Xinjiang regional gold production conference 
demanded that the CCP Committee at all levels further strengthen leadership 
over gold production and mobilize the masses to take part in gold mining, 

so as to strive for great progress. The second regional gold production 
conference was held from 26 February to 2 March in Urumqi. The conference 
summed up experience, studied problems of gold mining and planned the production 
task for 1982. The conference held that gold production was an important part 
of socialist construction and that various measures must be employed to 
promote gold production so as to increase the region's financial income and 
subsidize the region's building of the four modernizations. The conference 
also pointed out that leadership of the CCP Committee at all levels must be 
strengthened, special groups and the masses should be encouraged to take part 
in gold mining, and management work and technology must be improved. Finally, 
the conference commended 29 outstanding units. [Urumqi Xinjiang Regional 
Service in Mandarin 1300 GMT 5 Mar 82] 


SICHUAN GOLD, SILVER MINES--Sichuan Province has recently verified a large 
alluvial gold mine and a medium-size high-grade copper mine. This alluvial 
gold mine is situated on the upper reaches of the Minjiang River and contains 
thick deposits and big granules of high-grade gold. There are roads directly 
leading to the mining area. It has favorable conditions for extraction and 
is an ideal gold extraction base. A medium-size high-grade copper mine has 
been verified in Huili, Sichuan. The copper in this mine also contains 
elements, including selenium and silver. The grade of its salenium and silver 
is relatively high. The reserve of silver contained in the copper of this 
mine is equal to the quantity of a large silver mine. This copper mine has 
transport facilities and is convenient for extraction. [HK080803 Beijing 
ZHONGGHO XINWEN SHE in Chinese 23 Feb 82] 


GUANGXI TALCUM DEPOSIT--Nanning, 11 Feb (XINHUA)--A talcum deposit with 
reserves equivalent to 25 percent of China's total has been discovered in 
the Guangxi Zhuang Autonomous Region. The ore content of the deposit, 
containing many talcum lumps, is more than 70 percent. Most of the ore can 
be open-pit mined. Talcum is used in the paper-making, textile, ceramic, 
paint, medicine and chemical industries. Talcum lumps are used as carving 
materials. [Text] [0W151251 Beijing XINHUA in English 0232 GMT 11 Feb 82] 
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INDUSTRY 


SHANGHAI PAPER ON PROBLEMS IN CHEMICAL INDUSTRY 


HK120126 Beijing CHINA DAILY in English 12 Mar 82 p 4 





[Reprint of SHIJIE JINGJI DAOBAO article by Chi Bing and Xu Zhuhong--date not 
given ] 


[Text] The chemical industry is Shanghai's industrial mainstay. Although 
chemical products comprise only 9 percent of the value of this city's total 
industrial output the industry affects all other trades and industries. 


The proportion of chemical products used as raw materials for Shanghai's light 
industry comes to 46 percent. The pharmaceutical and textile industries are 
closely linked to the chemical industry and its products. Petroleum products, 
for instance, fuel and modern textile industry. Therefore, in order to de- 
velop the textile industry, the chemical industry has to play a leading role. 
In addition, fertilisers, herbicides, pesticides and plastic goods needed in 
agriculture are chemical products. 


But, Shanghai's output of chemical products is limited both in quantity and 
in variety, including the production of ethylene. Chemical output can hardly 
meet the demands of Shanghai's industrial development. 


In order to develop Shanghai's economy in this pericd of readjustment, some 
approaches have been suggested to make its chemical industry develop in con- 
junction with other industrial sectors. 


First, a chemical industrial base has to be established, and its structure 
improved for the production of more varieties of chemical raw materials. 


Dyestuff 


With the development of Shanghai's textile industry, there is an increasing 
demand for dyestuffs. However, Shanghai can only produce some 200 or 300 
kinds of dyestuffs, most of which a. of medium and low grade, while in for- 
eign countries, more than 2,000 k =—':«are produced. Therefore, we have to 
import high-graded dyestuffs, cosci , millions of U.S. dollars every year. 


Furthermore, chemical products like reagents, solvents, catalysts, additives, 
plasticisers, stabilisers, glues and so on in foreign cowntries change with 
each passing day. We cannot now produce many kinds of high quality. 
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Plastics have taken the place of wood and steel. There are more than 500 
varieties of plastics for everyday use in foreign countries. 


But, Shanghai produces only a few kinds, and thesoutput is low. For instance, 
70 percent of the plastics needed in making casings for TV sets, radios, 
recorders, telephones, computers and so on, have to be imported. 


Paint 


The output, quality and variety of paint produced in Shanghai also falls far 
short of demand. The quality of quite a few kinds of paint used for coating 
ocean liners and even pencils is not up to standards. Therefore, they cannot 
be sold for good prices on international markets. In addition existing prob- 
lems in producing chemicals for agricultural use must be urgently solved. 


Second, major efforts should be devoted to developing production of ethylene. 

At the same time, the production of synthetic materials such as chemical fibers, 
rubber and plastics must also be expanded to solve the problems of raw mater- 
ials for the chemical industry itself and to conserve energy. 


The turning of oil-burning boilers into coal-burning ones and the development 
of the petroleum-refining industry have improved conditions for usin; naphtha 
and “exhaust gas" from oil refineries to greatly increase the production of 
ethylene. 


Third, technological reform of Shanghai's chemical industry should be carried 
out step by step in a planned way. 


As Shanghai's technology and equipment for producing basic chemical raw mater- 


ials are rather old, energy consumption is high and pollution serious. There- 
fore, technological reform should be emphasised. 
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INDUSTRY 


HI'NAN MEETING DISCUSSES INDUSTRIAL WORK 
HK060207 Changsua Hunan Provincial Service in Mandarin 1100 GMT 5 Mar 82 


[Summary] The Hunan provincial government held a telephone conference on 5 
March, which called on workers in industry and communications to learn from 
Daqing and the progressives and worlc hard through March to fulfill the pro- 
duction tasks for the first quarter. 


The cenference poitted out: "Total valuz of the province's industrial out- 
put in January and }ebruary was 34.2 percent greater than in the same period 
lasc year. All 16 prefectures and municipalities increased. This is some- 
thing rarely seen ir recent years." The conference however also pointed 
out: “Although the industry and communications situation was good in the 
first 2 months of the year, we still failed to meet the demand of the pro- 
vincial CCP committee and government for January to exceed December and 
February to exceed January. In particular, some enterprises failed to get 
a good grasp of production after the spring festival; they were slow in 
implementing plans and did poorly in linking output to sales. There were 
also shortages of energy and some raw materials, resulting in failure to 
fulfill the plans in February.” 





The conference stressed: “In accordance with the demand of the provincial 
CCP committee and government for fulfilling 23.5 percent of the year's plan 
in the first quarter, the province needs an output value of 1.65 billion yuan 
in March, an increase of 9.5 percent over last March. This is an arduous 
task." The conference called on all enterjrises and units to teach the 
workers to love the party, the state, socialism, their enterprise, the col- 
lective, and their own work, and to share the state's difficulties and make 
greater contributions. They should also organize labor emulation. 
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INDUSTRY 


HENAN COLLECTIVE-RUN INDUSTRY CONFERENCE 
HK150927 Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 13 Mar 82 


[Summary] "From 3 to 8 March, the Henan provincial people's government held 
a work conference on the collective-run industries in towns and the country- 
side, during which the guideline and the general plan for a great development 
of the co” lective-run industries in towns and the countryside in the province 
were set. Present at the conference were responsible comrades of the govern- 
ments of various prefectures, municipalities, counties and townships; respon- 
sible comrades of second light industrial enterprises; and representatives 
from departments and bureaus concerned at the provincial level. The respon- 
sible comrades of the provincial CCP Committee and the provincial people's 
government, Dai Suli, and (Ji Hanxin) attended the conference and gave 
speeches." The conference affirmed in general the development achieved by 
the collective-run industries in towns and the countryside in the province 
since the third plenary session. Based on this appraisal, a guideline to 
facilitate a great development for the collective-run industries was laid 
down. In order to carry out this guideline, the conference asked party 
committees and governments at all levels to conscientiously strengthen 
leadership over the collective-run industries, to work out their own develop- 
ment plans for the period from 1982 to 1985, and to try their best to prevent 
haphazardness in development. The conference also appealed to various trades 
to enthusiasticaliy support the collective-run industries. In talking about 
enterprise administration, the conference called for the implementation of 
the principle of management by the founders of enterprises under unified 
guidance. Finally, the conference urged the second light industrial front 

to brace up to push ahead with development. 
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INDUSTRY 


ANHUI'S ZHANG JINGFU ON TEXTILE PRODUCTION 
OW230153 Hefei Anhui Provincial Service in Mandarin 1100 GMT 22 Mer 82 


[Text] The provincial meeting of directors of the prefectural and municipal 
textile industry bureaus was held in Hefei from 9 to 14 March. The main 
themes of this meeting are to turn out more marketable goods and to raise all- 
round economic results. Present at the meeting were directors of various 
prefectural and municipal textile industry bureaus, leading members of key 
textile enterprises and engineering and technical cadres and responsible 
persons of the preparatory office of the Shanghai-Anhui Joint Textile Develop- 
ment Company. 


Zhang Jingfu, first secretary of the Anhui Provincial CCP Committee; and Su 
Yu, secretary of the Provincial CCP Committee and vice governor; addressed 
the meeting. Comrade Zhang Jingfu noted in his speech that efforts should 
be made to produce textile goods to meet the demands of the people and the 
market, and to accumulate more funds for the state for use in construction. 
He added that energetic efforts should be made to produce more marketable 
goods, competitive both in quality and price, to render better service and 
to increase production in order to bring about bigger income. The key to 


raising econcmic results in «= overall manner lies in the implementation of 
specific measures, he said. 


The meeting pointed out: The situation for the textile industry in our 
province last year was generally good as work was done in a more down-to- 
earth manner than in the past, but poor economic results remained a salient 
question. The important thing for the textile industry in the province is 

to improve economic results in an all-round way. To this ena, it is necessary 
to rely on, and mobilize, workers and staff members to increase the variety 
of designs and colors, to improve the quality of products and to keep up with 
market demands expeditiously. The meeting called on departments overseeing 
the textile industry at all levels and all textile enterprises to produce 
more pongee, gabardine, material for skirts, bath towels wit! printed designs, 
embroidered bed covers, nylon cotton quilt covers and yard goods for children 
to meet growing demands. It is necessary to produce new iteme boldly by 
readjusting the product mix with emphasis on marketability. Printing and 
dyeing enterprises should make an effort to increase the variety of design 
and color and improve the quality of products to preserve the style and 
feature of textile goods processed from chemical fibers. 


101 








The meeting also stressed the need to reorganize enterprises by carrying out 
technical renovation selectively and gradually in existing enterprises. 

Efforts should be made to actively develop scientific research in the textile 
industry, to improve the training of personnel, to enhance the designing force, 
to set up a special unit for studying products and to advertise products 
effectively. Steps should also be taken to produce ready-made suits end more 
marketable products and to raise economic results to ensure a sustained and 
steady rate of development. 
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INDUSTRY 





BRIEFS 


ZHEJIANG METALLURGICAL INDUSTRY—Recently the Zhejiang Provincial Metallurgi- 
cal Industry Bureau held a meeting to discuss service orientation and ways 

to improve economic results. In order to achieve marked increase in profits 
for the industry, in 1982, the meeting mapped out the work plan for this year 
which laid particular enphasis on enterprise consolidation and service for 
agriculture, light industry, food processing industry, exports, energy and 
defense industry. The meeting held that the industry is committed to producing 
hot-rolled strip steel, welded water pices and other products badly needed 

by the market and for the people's livelihood. The production of gold, 
silver and nonferrous metal should also be stepped up. [Hangzhou Zhejiang 
Provincial Service in Mandarin 1040 GMT 7 Mar 82] 


HUNAN IMP2OVES METALLURGICAL MANAGEMENT-—-The metallurgical enterprises in 
Hunan Province have intensified their management of halted and suspended 
projects. They have done a good job of equipment maintenance and of handling 
the overstocked materials. Last year, the metallurgical enterprises through- 
out the province maintained their machinery, the total weight of which amounts 
to more than 3,200 tons. They built new storerooms, turned old houses into 
storerooms and moved most of the redundant equipment from the open air into 
the storerooms. They have paid attention to utilizing and selling the 
redundant equipment. Last year they utilized 9.3 million yuan werth of 
redundant equipment in technical reform and sold 4.5 million yuan worth of 
equipment. [Changsha Hunan Provincial Service in Mandarin 2310 GMT 16 Feb 82] 


SHAANXI TECHNICAL COOPERATION--According to SHAANXI RIBAO, the Shaanxi 
Provincial Office for Technical Cooperation, established by the provincial 
Economic Committee and the provincial Federation of Trade Unions last year, 
has organized extensive technical cooperation to apply achievements in 
scientific research to production work. Over the past 6 months and more, 

it has organized scientific research wits, wiversities and colleges, and 
enterprises with powerful technical forces to assist nearly 100 enterprises 
in solving over 150 technical problems in production work. At present, this 
province has 39 wiversities and colleges with powerful forces for doing 
scientific research, over 390 scientific research wnits with relatively 
advanced instruments and equipment which are regarded as China's leading 
research wits, over 200 large and medium-sized key enterprises, and a group J 
of defense industry enterprises which have a relatively complete range of 
categories and relatively powerful technical forces. There are more than 
195,800 scientific and technical workers in this province. [Xian Shaanxi 
?rovincial Service in Mandarin 1130 GMT 11 Feb 82] 
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CHANGSHA PLANTS INSPECTED--According ts. HUNAN RIBAO, national CPPCC vice 
chairman Wang Shoudao, who is 77, inspected the Changsha Woollen Textile 

Mili and the Changsha Textile Mill on 19 March. He praised che achievements 
of the two mills in developing new product varieties and improving economic 
returns. Wang Shoudao said during his inspection: “Factories should make 
greater efforts to improve product quality ani variety, to meet the needs 

of improving the people's living standards." He also urged the cadres and 
workers to make still greater contributions in building the two civilizations. 
[HK200643 Chengsha Hunan Provincial Service inMandarin 2310 GMT 19 Mar 82] 


LARGE COLD STEEL ROLLERS--Beijing, 17 Mar (XINHUA)-—-—China for the first tise 
has turned out 1.7-meter steel rollers for a cold-rolling mill. Trial opera- 
tion shows that the rollers meet international standards. The rolls are to 
be used in the Wuhan cold-rolling mill built with equipment imported from the 
Federal Republic of Germany and Japan in the 1970s. The rollers, 1.7 meters 
long and 0.61 meters in diameter, are capable of bearing ' ressure up to 2,000 
tons and rolling 30 meters of steel plate per second. Because of friction, 
the rollers have to be frequently replaced. The rollers were made by the 
Qiqihar steel plant and two other plants. [Text] [Beijing XINHUA in English 
0749 GMT 17 Mar 82 OW] 


COAL PRODUCTION UP--Beijing, 16 Mar (XINHUA)-—-China produced 96.01 million 

tons of coal in January and February this year, 13.4 percent more than in 

the same period last year. Liaoning Province, China's leading heavy indust- 

rial center, produced 4.68 million tons of coal in January and February this 

year, an increase of 554,000 tons over the same period last year. Ten mines 

in Liaoning with an annual designed production capacity of 6.82 million tons ‘ 
have accelerated the speed of tunnelling and improved miniug conditions, thus 

paving the way for the increase in coal production. [Beijing XINHUA in Eng- 

lish 1234 GMT 16 Mar 82 OW] 
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CONSTRUCTION 


BRIEFS 





JIANGSU MUNICIPALITY HOUSING-—-Jiangsu's Changzhou Municipality has taken 
effective measures to solve housing problems for city dwellers. In 1981 

some 20,000 households, which accounted for 2 percent of the total number 

in Changzhou, had their housing conditions improved. Last year, the munici- 
pality built 400,000 square meters of housing, which could accomodate 8,000 
households, repaired houses on 60,000 square meters, which benefited more than 
10,000 households, and expanded other houses totalling over 60,000 square 
meters. [Nanjing Jiangsu Provincial Service in Mandarin 1100 GMT 5 Mar 82] 


SHANDONG BUILDING MATERIAL CONFERENCE--The Shandong provincial work 
conference on building materials successfuily concluded on 20 March. During 
the conference, participants approved the resolutions on scoring an 8 percent 
increase in production of cement, plateglass and sanitary ceramic products 
over the 1980 figure and an over 25 percent increase in production of housing 
materials used in rural areas. The conference urged the 106 building material 
enterprises at or above county level to make further efforts to readjust their 
production structure and to conduct technical renovations so as to improve 
their product quality, increase the variety of products and lower their 

costs as much as possible. [SK211130 Jinan Shandong Provincial Service 

in Mandarin 2300 GMT 20 Mar 82] 


CONFERENCE ON RURAL HOUSING--The Hebei Provincial Capital Construction 
Committee and Agricultural Committee recently held a work conference on the 
problem of house building in rural areas. In line with the spirit of the 
national work conference on rural house construction, the conference studied 
and discussed how to strengthen leadership over building and developing 
villages with good planning and how to stop building houses on indiscrimi~ 
nately occupied and used farmland. Comrade Guo Zhi, secretary of the 
provincial CCP Committee and vice governor presided at the conference, and 
Comrade Yang Zejiang and Comrade Liu Ying, deputy secretaries made speeches. 
The conference pointed out that from 1979 to 1981, more than 2.3 million 
peasant households moved into new houses, the total floor area of which was 
over 124 million square meters. However, there exists a problem of building 
houses by occupying and using arable farmland at random. Statistics show that 
in the past 2 years, more than 530,000 mu of land have been used for building 
houses, yet only 140,000 mu of this was uncultivated land and space obtained 
by renovating old villages. In 1950, in Hebei there was an average of 3.5 
mu of arable land per person, but in 1980, this was only 1.9 mu. Therefore, 
the conference demanded that measures be taken to make good use of farmland 
and that leadership be strengthened over the development of village construc- 
tion. [Summary] [HK260701 Shijiazhuang Hebei Provincial Service in Mandarin 
0400 GMT 19 Mar 82] 
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HANGZHOU-NINGBO CANAL CONSTRUCTION--Hangzhou, 15 Feb (XINHUA)-—-—Construction 
of the first phase of the 217-kilometer Hangzhou-Ningbo canal in Zhejiang 
Province began recently, according to provincial authorities. The project is 
part of the reconstruction of China's Beijing-Hangzhou grand canal, a tradi- 
tional domestic shipping route, and is also intended to supply water for 
industrial use to Ningbo and relieve volume of the Hangzhou-Yongjiang railway. 
Construction will include 4 locks, a railway bridge, 23 farm machinery bridges 
and riverbed dredging. It will open by the end of 1983, the authorities 
said, to ships with up to 40 tons of cargo. The canal will ultimately link 
the Qiantang, Puyang, Cao‘e, Yao, Fenghua and Yongjiang rivers. [Text] 
[OW260139 Beijing XINHUA in English 0259 GMT 15 Feb 82] 


STATE-OWNED HOUSING EXPENDITURE--Beijing, 25 Mar (XINHUA)--State-owned enter- 
prises spent more than 6,600 million yuan on new housing in 1981, about 61 
percent of the country's total housing expenditure, according to the Ministry 
of Finance. Floor space of 223 million square meters was completed in the 
three years between 1979 and 1981, more than 40 percent of all housing built 
in the pievious 30 years. Close to 4.46 million households moved into new 
homes, ea. .g some of the tense housing situation for workers and staff. Ac- 
cording to .he minddtry, improvement in management system and the new govern- 
ment policies allowing retention of part of the profit after fulfillment of 
State quotas have left the enterprises more freedom to handle their funds. 

In 1979, the enterprises were benefited by 6,100 million yuan, in 1980, 

10,600 million yuan and in 1981, 11,300 million yuan. Apart from building 
housing with the funds, the enterprises have also provided more welfare facil- 
ities for the workers such as expansion of canteens and nurseries. In many 
enterprises, part of the funds were used for technical innovations and renewal 
of equipment. [Text] [0W251446 Beijing XINHUA in English 0743 GMT 25 Mar 82] 
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DOMESTIC TRADE 


SHANDONG FINANCE MEETING EMPHASIZES STATE PLAN 
SK160422 Jinan Shandong Provincial Service in Mandarin 2300 GMT 15 Mar 82 


[Text] Recently the provincial finance committee held a meeting of responsible 
persons of various municipal and prefectural finance committees and provincial 
financial and trading departments. The meeting urged: This year's financial 
and trading work should be focused on improving the economic results of the 
national economy as a whole. Crefit balance should be maintained, the dif- 
ference in grain prices should not be widened, prices should remain stable and 
commodity supplies, market management and services should be markedly improved 
so that economic stability and development can be promoted. 


The meeting noted: The task for this year is, first of all, to improve the cir- 
culation of goods so as to further invigorate the economy. We should uphold 

the principle of taking the planned economy as the key and regulation by the 
market as a supplement. Production units should sell and commercial departments 
should purchase and allocated, in accord with state plans and the contracts 

they sign with the state, all products, including farm and sideline products, 
whose procurement and allocation are specified in the state plans and contracts. 
We should give full play to the leading role of state-run commercial units in 
urban and rural markets to strengthen planned circulation of goods. State- 

run commercial units and supply and marketing cooperatives should vigorously 

do business under the guidance of the state plan and help develop collective 
and individual trading units and give rein to their role as an assistant and 
supplement. State-run wholesale or retail shops, trading depots, commission 
service departments and retail shops of industrial enterprises are not per- 
mitted to operate business not in their line of work or to arbitrarily expand 
their business scope. Commune-run supply and marketing units are allowed to 
buy and sell only the farm and sideline products in excess of state-assigned 
procurement quotas and self-made industrial goods. No schools, administrative 
departments and other offices, whose duty is to make arrangements for the 
trading and service centers run by jobless youths, are permitted to operate 
businesses of any kind. 


The participants also discussed ways to strengthen ideological and political 
work among financial and trading departments. They urged efforts to educate 
cadres and workers to uphold the socialist financial and trading orientation 

and oppose doing everything for money's sake, bourgeois liberalization and other 
unhealthy trends. They also urged efforts to organize cadres and workers tv 
plunge into the all-people civility and courtesy campaign and the five-stresses 
and four-beauties activities and to improve their service. 
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DOMESTIC TRADE 


BRIEFS 


HENAN MARKET THRKIVES—In January, state-run commercial wits in Henan Province 
achieved the highest level ever recorded for procuring and selling value. 

The total value of pigs, beef cattle, goats and poultry procured in January 
this year was 28.8 percent more than in January last year. The total value 
of industrial products procured in the province in January this year was 

16.8 percent more than in January last year. The amount of main nonstaple 
food and industrial products which are especially needed arownd the festival, 
including cigarettes, wine, sugar, woolen cloth, cotton cloth, vacuum flasks, 
light bulbs, bicycle and sewing machines, purchased and sold in the province 
in January this year was more than in January last year. Following the 
reductiun of prices, the number of domestically-made TV sets and watches sold 
around the time of the festival greatly increased. [HK130704 Zhengzhou 

Henan Provincial Service in Mandarin 1100 GMT 10 Feb 82] 


QINGHAI PEOPLE'S PURCHASING POWER—The people's purchasing power throughout 
Qinghai Province greatly increased in 1981. Commodity retail sales registered 
an 8 percent increase compared with 1980. Retail sales of consumer goods 

in both urban and rural areas surpassed 1980 volume by 12.4 percent. However, 
the retail sales of consumer goods in rural areas were higher than in urban 
areas, registering an 11 percent increase over 1980 volume. The retail 

sale of the 69 major feeding, clothing and daily consumer goods registered 

a 13.8 percent increase over the 1980 figure. [SK080959 Xining Qinghai 
Provincial Service in Mandarin 2330 GMT 7 Mar 82] 
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FOREIGN TRADE 


CHEN MUHUA SAYS PRC'S ECONOMIC POLICY UNCHANGED 
OW161340 Beijing XINHUA in English 1219 GMT 16 Mar 82 


[Text] Beijing, 16 Mar (XINHUA)—"China's policy of opening to foreign coun- 
tries will not change," said Vice-Premier Chen Muhua, concurrently minister of 
foreign economic relations and trade, at a press conference here this morning. 


"China will continue to import advanced technology and management expertise 
and make use of foreign funds," the minister said. "Foreign loans and credits 
that China has already received will be used appropriately," she added. 


China's policy of assistance to foreign countries will continue to follow the 
eight principles for aid laid down during the late Premier Zhou Enlai's visit 
to African countries in the early 1960s, Chen Muhua said. This is a consistent 
policy of China's. 


"As China is still a developing socialist country, its economic capability is 
limited,” she said. "So the aid China can offer to other developing countries 
is not big," she explained. "We hope we will be able to make more contributions 
to Third World countries when our national economy is better developed." 


The vice-premier stressed that restructuring of the State Council is to avoid 
bureaucracy and redundancy in work. The reorganization has begun with the 
central organs and will gradually go down to the lower levels. So far the 
work has been proceeding smoothly. The results will be announced later. 


"We hope our work concerning economic relations with foreign countries will go 
on more efficiently after the reorganization and we shall endeavor to improve 
our working style," Chen Muhua said. 


"We will further develop economic relations and trade with other countries 
under a unified policy, unified plan and unified leadership," she noted. 


All the economic relations agreements signed between the former Chinese min- 
istries and commissions and foreign governments and international financial 
organizations will be implemented by his new ministry, she said. 


Chen Muhua announced that the 1982 Guangzhou «pring export commodity fair and 
the conference on investment promotion sponsored by the ministry and UNIDO 
will be held as scheduled. 
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FOREIGN TRADE 


SHIPBUILDING INDUSTRY EXPANDS EXPORTS 
Beijing SHIP WORLD in Chinese 15 Jan 82 p 1 


[Article by Da Ke [1129 0668]: "Excellent Situation in Chinese Export of 
Boats and Ships. Zhonghua Shipyard Receives More Export Orders for Boats 
and Ships"] 


[Text] China's export of boats and ships has been making steady and gratifying 
achievements id the fierce competition of the world shipbuilding industry. 
Shipyards cperated by the China Shipbuilding Corporation (CSC) to fill export 
needs alone have received export orders of vessels totaling 700,000 tons 
deadweight. Exports have grown from single-vessel orders to batch orders. 
Cargo owners come not only from Asia but Europe and the Americas. Ship types 
include not only bulk carriers but containers and drilling platforms and 
numerous kinds of ancillary equipment and products. 


It was reported that the Zhonghua Shipyard in Shanghai recently received two 
export orders in succession. One was an order of four 4,400-ton freighters 
which Yu Runting, Deputy General Manager of CCSI, signed last November while 
in West Germany. The contract was implemented according to the letter of 
intent signed in Hamburg, West Germany between the West German client Xueerci 
Kelimeisen [phonetic] Shipping Company and CSC. The vessel is a multipurpose 
freighter with an unmanned engine room and large hatch covers. It will be 
equipped with adjustable oar axle-generator and 25- or 36-ton single-side 
reversible cranes and Japanese made 2,900-hp 60EC diesel engines. The vessels 
will be built according to West Germany government regulations and Germanischer 
Lloyd specifications and will enter West German registry. 


The other was for two 8,200—ton containers ordered by the Hong Kong Express 
Shipping Ltd. The two freighters will be equipped with Chinese made "Swiss 
Sulzer" main marine engine and sophisticated communications and navigation 
equipment and will carry 480 containers. 


According to informed sources, several 10,000-ton vessels for export ordered 
throug) CSC will be delivered sometime this year. To expand import-export 

trade in the shipbuilding industry, immediately after New Year's day, CSC sent 
out more than a dozen technical and trade delegations to the United States, 
Japan, Norway, Singapore, Hong Kong, Bangladesh, West Germany, Switzerland, 

and Sri Lanka to negotiate for exports. A spokesman for CSC said that with a 
view to strengthening and developing friendly cooperation with shipbuilders 

from different countries, the corporation is working hard to improve operations 
and management and gradually increase the variety of export vessels and other 
products and looks forward to holding business talks with more foreign companies. 
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FOREIGN TRADE 


JIANGSU TRUST, INVESTMENT CO: ANY BOARD MEETS 
0WO80925 Nanjing Jiangsu Provincial Service in Mandarin 1100 GMT 6 Mar 82 


[Text] Jiangsu Province‘s International Trust and Investment Company held its 
board meeting in Nanjing from 5 to 6 March. The meeting discussed tiow to make 
use of the various types of capital from foreign nations and from Hong Kong 
and Macao to import advanced technology and equipment so as to speed Jiangsu's 
economic construction. The ting held: Since the founding of Jiangsu Pro- 
vince's International Trust and Investment Company 4 months ago, it has started 
corresponding with its counterparts abroad, scoring gratifying results. 


The meeting pointed out: This year we must keep all our channels open, adopt 
flexible measures to estabiish business contacts at home and abroad, help the 
various prefectures and mmicipalitiés study various feasible projects and 
make direct investments in some projects with emphasis on light industrial 
and textile production and in close connection with the efforts of old enter- 
prises in carrying out technical innovations. We must expand our investments 
through various channels and in various ways to support China's national con- 
struction. 


The meeting approved the establishment of the Nanjing branch of Jiangsu Pro- 
vince's International Trust and Investment Company and adopted a resolution 
on personnel appointments. The meeting was presided over by (Du Wenbai), vice 
chairman of the board of the province's international trust and investment 
company and chairman of the provincial import and export administrative conr- 
mittee. Also attending the meeting were well-known personages from Hong Kong 
who had been named advisers of the company as well as some noted personages 
from industrial and commercial circles in Jiangsu. 
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FOREIGN [RADE 


BRIEFS 


INVESTMENT PROMOTION MEETING-——Beijing, 15 Mar (XINHUA)--China will offer 10 
industrial projects for discussion with overseas firms at an investment pro- 
motion meeting, scheduled to be held in Guangzhou between Jume 7 and 11. The 
meeting will be jointly sponsored by the Chinese Ministry of Foreign Economic 
Relations and Trade and the United National Industrial Development Organization. 
Several hundred overseas firm will be invited to attend. Senior officials 
will brief participants on China's policy of opening to foreign countries, 
trade practices and preferential treatment in economic and technical coopera- 
tion with foreign countries. Discussions will center on specific projects and 
forms of cooperation for establishment of joint ventures, joint operation and 
compensation trade. The 130 projects will cover the textile and ready-to- 
wearindustries, including silks, leather products and shoes; the chemical 
iridustry, inckuding plastics, carbon black, chemical fibers and sensitised 
film; the metallurgical industry, including iron and steel and non-ferrous 
metals; the electronic industry, including electric and electronic equipment ; 
and the foodstuffs, building materials and machine-building industries. [Text] 
[OW151027 Beijing XINIUA in English 0718 GMT 15 Mar 82] 


PRC-YUGOSLAVIA TRADE ACCORDS--Belgrade, 11 Feb (XINHUA)--A contract and a 
protocol on exchange of goods in 1982 and 1983 were signed in the Republic of 
Slovenia on 10 February between China's Sichuan Jialing machinery plant and 
Yugoslavia's (Tomas) motorcycle plant. This is so far the biggest business 
transaction that has even concluded between the PRC and Yugoslavia in their 
industrial cooperation. The contract and the protocol were signed in accord- 
ance with a bilateral agreement initialed in March 1981 concerning the two coun- 
tires’ long-term cooperation. According to the agreement, Yugoslavia's (Tomas) 
motorcycle p'ant will, beginning in May this year, provide China the engines 
for model A-3 motorcycles and China will provide Yugoslavia motorcycle parts 
and other products of equal value. During the same occasion, Bank of China 
in Chongqing and the Liubjana Bank also initialed a protocol about the settle- 
ment of accounts in executing the above-mentioned production cooperation in 
exchanging goods. [Text] [0W260119 Beijing XINHUA Domestic Service in Chinese 
1313 GMT 11 Feb 82] 


CARGO CONTAINER VESSEL FOR FRG--Shanghai, 22 Feb (XINHUA)--A multi-purpose car- 
go container vessel, the first of its kind built in China for the Federal 
Republic of Germany, wa launched at the Shanghai shipyard today. The 12,300- 
ton vessel was designed jointly by the Shanghai shipyard and Maierform Gmbh, 
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a West Germen ship designing company. The vessel, 147.5 meters long, carries 
724 20-foot standard containers. It is guided by satellite navigation equip- 
ment and the engine room is unmanned. It is the first of four vessels ordered 
by two West German shipping companies from the Shanghai shipyard. Construc- 
tion of the second started at the end of January, and construction of the other 


smal soon. [Text] [0W260119 Beijing XINHUA in English 1245 Gar 





GUANGDONG WELL LOGGING COMPANY--Recently, in order to promote cooperation 
with foreign countries in an all-round manner, to conduct marine oil 
prospecting and to provide an overall service for well logging cont. acts, 
the Zhanjiang branch of the Chinese Well Logging Company was officially 
established in Zhanjiang Municipality. This company is directly wnder the 
Ministry of Oil Industry and is responsible for marine well logging of 
joint-ventures projects. The equipment and technology of this company are 
fairly modern and it investigated two oil wells of the Sino-French joint 
venture projects before the company was officially established. At present, 
the company is working on its third Sino-French project. [HK150239 Guangzhou 
Guangdong Provincial Service in Mandarin 1000 GMT & Feb 82] 


GUANGDONG FOREIGN INVESTMENT PROJECTS--From the latter half of 1979 to the end 
of lest year, our province attracted foreign investment for more than 440 
capital construction projects in which the total investment amounted to more 
than 2.1 billion yuan. These projects were mainly in the field of tourisn, 
light and textile industries, the food industry, electronics industry, 
communications, housing and public utilities. By the end of last year, 

18.6 percent of the construction work of these projects was completed. 
Eighty percent of the work in the construction projects will be completed 
in this year and next. Most of these projects will be completed within 1/2 
year to 3 years and all the projects are of good economic effect. [HK190945 
Guangzhou Guanyjdong Provincial Service in Mandarin 1000 GMT 18 Feb 82] 


GUANGDONG TRUST INVESTMENT MEETING--The Guangdong Trust and Investment 
Company held its second board of directors meeting on 3 March. Provincial 
Governor Liu Tianfu attended the meeting. The meeting pointed out that since 
its estal ;ishment, the company has done a good job of importing foreign capital 
and for. sgn advanced equipment, and established connections with 26 countries 
and regions. It has also signed cooperative agreements with 16 foreign banks 
and financial organizations. In 1981, some $1,900 of foreign capital and 
overseas Chinese capita’ was invested in various construction projects in 
the province. The board of directors’ meeting summed up experiences of the 
past year and checked the accounts. The participants were confident of the 
prospects of the province. [Guangzhou Guangdong Provincial Service in 
Mandarin 2350 GMT 3 Mar 82] 
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GUANGDONG FOREIGN INVESTMENT-—-According to statistics compiled by the 
rrovincial statistics bureau, Guangdong Province used foreign investment for 
some 440 capital construction projects from the second half of 1979 to the end 
of 1981. The total amowmt of investment reached some 2.1 billion yuan. This 
investment was spent mainly on the development of tourism, the light, textile, 
food and electronic industries, communications, transport, housing and urban 
public utilities. After these projects are completed and put into operation, 
they will play an active part in developing the economy and improving people's 
livelihood in the province. [HK230901 Guangzhou Guaagdong Provincial Service 
in Mandarin 2350 GMT 14 Feb 82] 


ANHUI'S 1981 EXPORTS INCREASE--Hefei, 29 Jan (XINHUA)--Anhui Province exported 
U.S.$85 million worth of goods in 1981, exceeding its annual plan by 10 
percent, a 120 percent increase from 1980, according to the provincial 
Foreign Trade Bureau. Exports of cereals, oils end foodstuffs in 1981 were 
50 percent higher than 1980, the bureau said. Twenty counties in the province 
each annually produce up to 50 tons of feathers, used in the manufacture of 
down-filled garments. Six counties each produce 25 tons of rabbit hair 
annually and 18 counties each produce 100,000 goat skins every year. The 
province has established centers for asparagus, mushrooms, peppermint and 
spearmint oil, textiles, canned food, down products and leather products, 

all of them for export, the bureau said. [Text] [OWO011817 Beijing XINHUA 

in English 0242 GMT 29 Jan 82] 
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LABOR AND WAGES 


SHANGHAI TO RUN CONTINUATION SCHOOLS FOR WORKERS 
OW211331 Beijing XINHUA in English 0722 GMT 18 Mar 82 


[Text] Shanghai, 18 Mar (XINHUA)--Shanghai is ready to operate continuation 
schools for young workers whose cultural level has not yet reached the middle 
school standard. 


According to a notice issued by the Shanghai Mmicipal Education Bureau, the 
cultural level of many students who graduated from middle school between 

1968 and 1980 is lower than the junior middle school standard as a result of 
the ten years of disorder from 1966 to 1976. Of the 4.4 million workers and 
scaff members in Shanghai, £0 percent are such people who are hardly competent 
for their prevent work. 


Many factories, enterprises, city districts and counties will run spare-time 
schools and the mumicipal education bureau has organized a television middle 
school to teach young workers and staff members. Most schools will open clas- 
ses on the Chinese language, mathematics, physics and chemistry, and some will 


include history, geography or biology. 


The workers can either attend the school course in their spare time or study 
on their own. They are expected to reach the middle school standard by 1985, 
the bureau said. A certificate wil! be given to those who pass the final 
examinations. 
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IMPROVEMENT OF LIVING STANDARDS REPORTED 
OwW131025 Beijing XINHUA in English 0729 GMT 13 Mar 82 


[Text] Beijing, March 13 (XINHUA)--China used almost one third of its total 
revenue from 1979 to 1981 to improve people's living standards, reports the 
"WORKERS' DAILY” today. 


The state has tried its best to solve the problems left over from the past 
when people's well-being was neglected, the paper quotes a spokesman for the 
Ministry of Finance as saying. 


The government spent 140,000 million yuan (RMB) improving people's living 
standards despite financial difficulties and fairly slow growth in production 
and national income at a time when national economic readjustment is going 
on, the ministry spokesman said. The time has now come to limit consumption 
a little, he stressed, and otherwise, economic construction will be affected. 


By raising purchasing prices for farm and rural sideline products, the state 
had to use an additional 44,200 million yuan to avoid passing on the extra 
cost to the consumer. Peasants also benefited by some 7,800 million yuan in 
lower taxes. 


Providing jobs for 15 million city people cost the government 10,500 million 
yuan. Nine million other people started cooperative or were self-employed. 


Bonuses to workers and staff and wage increases cost an additional 30,000 
million yuan. Construction of new houses in cities with a total floor space 
of 220 million square meters was completed at an additional cost of 15,200 
million yuan, of which 5,000 million yuan was provided by the government. 


Large and medium-sized cities were allowed to retain five percent of the net 
profits of industrial and commercial enterprises for urban construction and 
development. Under this new policy, city people received indirect benefits 
amounting to 2,800 million yuan from 1979 to 1981. 


The government subsidized diesel oil and electricity for farm production, 


meat, eggs, poultry, imported grain, cotton, sugar, chemical fertilizer and 
insecticide to the tone of 36,000 million yuan to the consumer. 
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EXPRESSWAY TO HONG KONG, MACAO-—Our province has planned to import forei,. 
capital to build a Guangzhou-Shenzhen-Zhuhai expressway, 250 kw in length. 
between Guangzhou and Huangpu New Port, between Guangzhou and Shenzhen, 
between Nantou and Chiwan, between Huangge and Gongbei and between Xinlong 
(Lianchikou) and Jiangmen. The survey for the whole line begins today. It 
is estimated that it will take 60 days to complete the survey for the whole 
line. The provincial people's government has issued a circular, demanding 
that all relevant departs#ents along the line vigorously support and coordi- 
nate with the survey work. After consultations and with the agreement of 

the provincial CCP committee, in June last year the road construction company 
of our province and Hopewell China Development Limited, Hong Kong, signed a 
“letter of intent on cooperation in building the Guangzhou-Shenzhen-Gongbei 
expressway" t~ build the Guangzhou-Shenzhen-Zhuhai expressway. The letter 

of intent provides that the Hong Kong side will raise the total amount of 
funds needed for building the expressway and the provincial road construction 
company will be responsible for providing the land and labor force necessary 
for the project. The number of years set for the cooperation between both 
sides is 30. According to the proposed plan, the speed of motor vehicles 
will be some 120 kilometers per hour and the number of motor vehicles passing 
through each day and night will »e more than 88,000. It will take only 1 
hour or more to go from Guangrhou to Hong Kong or Macao. [Text] [HK181253 
Guangzhou Guangdong Provincial Service in Mandarin 235C GMT 17 Mar 82] 


GUANGZHOU HELICOPTER SERVICE COMPANY--Beijing, 19 Mar (XINHUA)--China has 

just set up a helicopter service company in Guangzhou to provide transport 
and first-aid flight service for foreign and Chinese oil corporations prospec- 
ting in the South China Sea. The announcement was made today by the General 
Administration of Civil Aviation of Chima (CAAC). Under CAAC, the Guangzhou 
Helicopter Service Company is authorized to sign contracts with domestic and 
foreign corporations. In addition, CAAC is making preparations to establish 
the North China Helicopter Service Company, which will mainly provide flight 
service for foreign and domestic oil corporations prospecting oil in the 
Bohai Sea and the Yellow Sea. CAAC began offering helicopter service in 1978. 
It has now signed service contracts with oil corporations in France, Japan, 
Britain and the United States. [Text] [0W190724 Beijing XINHUA in English 
0708 GMT 19 Mar 82) 
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LIAONING LEADERS DELIVER ECONOMIC REPORTS 
OW260511 Beijing Domestic Service in Mandarin 1200 GMT 23 Feb 82 


[Text] During the 1982 Spring Festival celebrations, the princip<l leading 
comrades of the Liaoning Provincial CCP Committee, each party committee at 
prefectural and municipal levels and the industry-communications front in 
Liaoning delivered reports on economic situation to the masses of staff, 
factory, mine and enterprise workers in an effort to help them correctly under- 
Stand the national economic situation which has become more favorabl than 
ever since the conclusion of the party's third plenary session. This was re- 
vealed by Vice Governor Tan Liren of Liaoning today at the national conference 
on industry and communications work held in Tianjin City, Hebei. Liaoning's 
method of conducting education on the economic situation was highly evaluated 
by all crarades attending this national conference. 


The major experience accumulated by Liaoning Province can be analyzed as fol- 
lows: 


l. The party committees must attach importance to, and take the lead in, 
conducting education on the ecoromic situation. The leading comrades of party 
committees at provincial, prefectural and municipal levels in Liaoning have 
gone to factories, mines, workshops and work teams to discuss the economic 
situation and exchange views with the worker masses. 


2. It is important to conduct thorough investigations and study among grass- 
roots units, and explain economic policies in full to the masses. While de- 
livering reports on the economic situation, the leading comrades of the Shen- 
yang machine tool plant also mobilized staff and workers to compare the changes 
in five areas before and after the party's third plenary session, namely: in- 
dividual income, employment of their children, living standards, purchase of 
medium- and high-grade products, and the consumption of principal and nonstaple 
food items by individuals. By doing so, they have helped the workers to actual- 
ly know that the living standards of the overwhelming majority of workers have 
indeed been improved. 


3. It is important to seek truth from facts and go all out to affirm our 
achievements and face all problems simultaneously. 


4. It is necessary to conduct education on the economic situation in various 
forms so that better results can be achieved. 
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GENERAL 


JILIN REPORTS IMPBOVED URBAN LIVING STANDARDS 
SK111016 Changchun Jilin Provincial Service in Mandarin 2200 GMT 10 Mar 82 


[Text] On 12 March Changchun RIBAO published on page one a report on the slight 
improvements in the living standards for residents in the Changchun area. 


According to the report, thanks to the persistent implementation of the prin- 
ciples and policies on national economic readjustment, Changchun municipality's 
1981 industrial and agricultural production output increased over the 1980 level. 
With the development of production, not only the peasants’ income increased but 
also the livelihood of urban residents improved somewhat. By the end of 1981, 
staff and workers in both Changchun's state-run and collective sectors numbered 
1,077,000, an increase of 75,000 over 1980. The wages they earned during the 
year totalled 774.34 million yuan, a 9.3 percent increase over the 1980 figure. 


In 1981, the city arranged jobs for 58,505 persons, 49,238 of them educated 
youths awaiting employment. Thus, educated youths who graduated from schools 
in and before 1980 were virtually all placed. A fraction of 1981 middle school 
graduates were also placed. 


As employment increased, the number of dependents supported by those employed 
decreased. Wages of staff and workers increased slightly; so did their income 
for living expenses. According to a survey of the livelihood of 200 house- 
holds, every household had 2.4 persons employed in 1981 as against 2.37 in 
1980. Every employed worker supported an average of 1.73 persons in 1981 as 
against 1.77 in 1980. The per capita income for living expenses increased 
from 32.81 yuan in 1980 to 35.04 yuan in 1981. 


As people had more cash in hand, business became brisker. The 1981 total 
retail sales of commodities amounted to 1,823.53 million yuan in Changchun, 

an increase of 10.9 percent over the 1980 figure. There were marked changes 

in the varieties of goods welcomed by consumers, and sales of valuable consumer 
durables increased continuously. 
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GENERAL 


IMPROVED LIVING STANDARDS NOTED 
SK220228 Changchun Jilin Provincial Service in Mandarin 1100 GMT 21] Mar 82 


[Text] Since the third plenum, the party and the state have adopted a host 
of measures to improve the people's living standards. Our province, as else- 
where in the country, has achieved marked results. During 1979-1981, peasant 
income increased by 1.3 billion yuan thanks to the raise in farm and sideline 
produce purchasing prices. Incomes for the workers increased 810 million 
yuan thanks to wage hikes, grade readjustment, bonuses and increased employ- 
ment. During the 3 years, the province invested 1.3 billion yuan in such 
nonproductive services as culture, education, public health, urban develop- 
ment and staff quarters. These are proof of the marked improvements in 
people's livelihood. 


According to a survey on incomes and expenditures of peasant families, the 
net income of the peasants has increased year after year. The net income of 
@ peasant was 223 yuan in 1979, 237 yuan in 1980 and 297 yuan in 1981. 

During the 3 years the income of the peasants increased 115 yuan per capita. 
Wages of workers in both state-run and urban collective enterprises increased 
by 122 yuan per capita during the 3 years, an average yearly increase of 40.7 
yuan. Wages paid in cash increased by 18.7 percent. Adjusting a 9.1 percent 
increase in workers’ living cost indexes, workers’ wages increased by 8.8 
percent during the 3 years in real terms. 





Savings deposits in both urban and rural areas of the province increased by 
860 million yuan during the 3 years. This is more proof of the improved 
living standards. Consumption of basic necessities such as grain, edibile 
oil, pork, cotton cloth and chemical fibres increased noticeably. Per capita 
pork consumption increased from 12.9 jin in 1979 to 22.5 jin in 1981. By 

the end of 1981, the province possessed 300,000 television sets, an increase 
of 240,000 sets over the 1978 figure. The number of radios increased by 2.05 
million. 


At present, there are still some difficulties in people's livelihood. House- 
holds with a per capita income of 20 yuan or less account for 4.88 percent 

of the total. According to an estimate, some 180,000 people in the province's 
nine major cities are still having difficulties in livelihood. The various 
concerned departments are taking active measures to develop production and 
improve and upgrade the people's livelihood. 
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GUANGDONG PEOPLE'S LIVING STANDARDS IMPROVE 
HK220851 Guangzhou Guangdong Provincial Service in Mandarin 2350 GMT 21 Mar 82 


[Text] Since the 3d plenary session of the 1lth CCP Central Comittee, 

because the party and the government have taken a series of important measures, 
the people's livelihood in urban and rural areas in our province has improved. 
This is mainly manifested in: 


First, the increase in the number of residents who are in employment and the 
reduction in the number of members of families who need others’ support. The 
average number of people in each family who were in employment in 1981 was 
2.68, 0.12 people more than in 1980. Each person who was in employment 
supported an average of 1.71 people, 0.09 people less than in 1980. 


Second, the increase in the average income of staff members and workers. The 
average money-wages, bonuses, allowances and commodity price subsidies, of 
each staff member or worker in 1981 was 854 yuan. After deducting the extra 
amount of money spent due to the rise in commodity prices, the actual income 
of each staff member or worker was 14.8 percent more than in 1978. 


Third, the great increase in the retail sales of commodities in society and 
in sales of durable consumer goods. 


Fourth, the great increase in the investments in housing for residents and 
in cultural, educational, public health and welfare undertakings. 


Fifth, the rapid increase in the savings which have been deposited in banks 
by urban residents. The savings deposits of people in urban and rural areas 
throughout the province by the end of 1981 reached some 2.1 billion yuan, 
41.7 percent more than in 1978. 


Sixth, the large amount of money which has been appropriated by the state 
for subsidies for various purposes. Over the past 3 years, the amount of 
commodity price subsidies paid directly to staff members and workers has 
reached 1.13 billion yuan and the amount of price subsidies provided for 
people's necessities and support-agriculture products has reached 1.8 billion 


yuan. 


This fully demonstrates that in the course of readjusting the national economy, 
the party and the government in our province have shown concern for the liveli- 
hood and the welfare undertakings of the people in the urban areas. They have 
made the greatest efforts to improve the people's livelihood. 
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HARBIN LIVING STANDARDS SURVEYED 
SK220754 Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 21 Mar 82 


[Text] The Harbin Municipal Statistical Bureau recently conducted a survey 
on the living standards of 300 staff and worker families. The results show 
that the average income of the people in Harbin increased in 1981. The com 
position of food, clothing and daily expenses has greatly changed, and the 
living standards of the staff and workers have improved. In the 4 years 
following the third plenary session, in addition to developing production, 
the state has tried to improve the living standards of staff and workers in 
urban areas. With the readjustment of wages and the increase in bonuses and 
opportunities for the unemployed, the income of staff and worker families 

in Harbin has increased year after year. 


The results of the survey released by the Harbin Municipal Statistical Bureau 
show that the average per capita income of workers in Harbin in 1981 rose to 
37.33 yuan as against 35.49 yuan in 1980, an increase of 5 percent. Impov- 
erished households with an average monthly per capita income less than 20 yuan 
decreased from 10 percent in 1980 to 5 percent. Medium and high-salary iouse- 
holds with an average monthly per capita income ranging from 35 to 50 yuan 
increased from 26.2 percent in 1980 to 32.3 percent in 1981. 


With an improvement in the people's living standards, the c. s»position of food, 
clothing and daily expenses has markedly changed. In 1964 the proportion of 
urban citizens eating coarse food grain accounted for 56.6 percent, but in 
1981 this proportion declined. In clothing, prior to the Great Cultural 
Revolution, people usually dressed in cotton fabrics but now most staff, 
workers and their family members wear medium and superior quality clothing 
made of chemical fiber, silk, wool and fur. Take silk fabrics for example. 
The amount of silk fabrics purchased by 300 households in 1981 increased 

5 times compared to 1964. 


In daily expenses, in the past most families bought wood tables and chairs 
and trunk as their furniture, but now most of them buy dressing tables, sofa 
and wardrobes. These are daily necessities of every staff and worker family. 
In the past 2 years, with the development of production and the increase in 
wages and income, an upsurge in buying televisions, tape recorders and washing 
machines has occurred in towns and cities. Durable consumer goods owned by 
staff and worker families have increased year after year. According to the 
300-household survey by the Harbin Statistical Bureau in 1981, the number of 
televisions, tape recorders and cameras owned by worker families increased 
some 60 percent over 1980. Washing machines in particular increased 2.25 
times in 1981. 
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ZHEJIANG CRACKS DOWN ON SPECULATORS, SWINDLERS 
0W130236 Hangzhou ZHEJIANG RIBAO in Chinese 27 Feb 82 p 1 


[Excerpts] A provincial organ has cracked down on a speculators’ and 
swindlers’ group which called itself the "Provincial Agriculture-Industry- 
Commerce Electric Appliances Industrial Corporation." The case has been 
seriously handled and made known to the whole province by the Zhejiang 
Provincial CCP Committee. 


Within a few months after they gradually organized themselves in March of 
1981, the group signed a total of 171 illegal contracts with 187 units in 80 
counties (cities) in 14 provinces (municipalities), including Shanghai, 
Tianjin, Beijing, Jiangsu, Henan, Hubei, Guangdong, Liaoning and Sichuan as 
well as Zhejiang. The aggregate sum of these illegal contracts amounted to 
more than 48 million yuan. From these deals and through fraud and deception 
the group obtained over 1 million yuan worth of capital and goods, and 
pocketed and squandered more than 25,000 yuan of cash. This has caused great 
losses to the state and the collective. The seriousness of the corruption 
of the cadres involved is simply shocking. 





Concluding that the activities of eight of the persons involved in the case 
of this speculators’ and swindlers' group--Lin Xiong, Zhang Ping, Dong 
Zhigang, Shen Changling, Ma Quanshan, Zhu Yujing, Wang Bochen and Liao 
Zhendong--already constituted a crime, the Zhejiang Provincial CCP Committee 
has suggested that they be punished according to law by the judicial organs. 


The Zhejiang Provincial CCP Committee has also made the following decisions: 
A deputy director of the administrative office of the provincial Bureau of 
Farming and Land Reclamation and the manager of the provincial Hardware Indus- 
trial Company, whose support and encouragement of the activities of these 
speculators and swindlers must be further investigated to clear up some 
questions, should be temporarily relieved of their posts for examination. 

The two responsible cadres of the provincial Bureau of Farming and Land 
Reclamation, who have shown themselves to be politically numb and seriously 
afflicted with bureaucratism, should make an in-depth self-examination before 
the provincial party committee. One of the deputy directors and the accoun- 
tant of the hostel of the provincial Department of Agriculture, who provided 
funds to the speculators and swindlers group in carrying out its activities 
and thereby caused economic losses, should be subject to disciplinary actions. 
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The party organization of the provincial Bureau of Farming and Land Reclama- 
tion is required to conduct a thorough investigation of the personnel involved 
and make a serious effort to restructure the bureau's offices and the sub- 
ordinate units concerned. The party organization of the Department of Agri- 
culture is required to carry out a thorough investigation regarding the 
problem of its hostel. The party organization of the provincial No 2 Light 
Industry Department should continue its investigation of the involved per- 
sonnel of the provincial Hardware industrial Company. 
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INSURANCE BUSINESS UPTURN--Beijing, 8 Mar (XINHUA)--According to the national 
conference on insurance services now in session, insurance business was very 
brisk in 1981. Im that year, the total coverage in China amounted to 256 
billion yuan, topping 1979 by 77.2 percent. The coverage for enterprise 
properties accounted for 247 billion yuan. In 1981 some 27.6 percent, com- 
pared with 15.6 percent in 1980, of the nation's fixed assets and floating 
capital, more than 200,000 motor vehicles and over 2.1 million households 
were insured. In that year, therewere more than 700 insurance organizations 
and over 8,000 cadres engaged in insurance services throughout China. 
[OW180053 Beijing XINHUA Domestic Service in Chinese 0115 GMT 8 Mar 82 OW] 


BELJING ARTS, CRAFTS ASSOCIATION--Beijing, 10 Mar (XINHUA)--Beijing established 
an Arts and Crafts Association Monday in an effort to boost production of art 
works, according to the city’s Arts and Crafts Corporation. Works of arts 
and crafts have been traditional Beijing products for more than 1,000 years 
and now constitute a quarter of the city's exports, the corporation said. 

The total otuput value of 1981 was 300 million yuan, a 70 million yuan 
increase from 1979. The city has several research centers on arts and crafts, 
carpet and drawnwork and a few technical schools. The industry employs 
230,000 people in production of carpet, drawnwork, jewelry, sculpture, hard- 
wood furniture, toys, jadeware, cloisonne, ivory carving and carved lacquer- 
ware. Last year Beijing won four out of the six gold cups at the first 
national appraisal meeting for the best arts and crafts. [Text] [OW111151 
Beijing XINHUA in English 0744 GMT 10 Mar 82] 


FILM OUTLETS’, PUBLICATIONS’ INCREASE--Beijing, 17 Mar (XINHUA)--The number of 
film outlets as well as the number of newspapers, magazines and books published 
in China increased over the last 3 years, the ECONOMIC INFORMATION reports 

17 March. China had 129,000 film projection units at the end of 1981, up 

11.2 percent compared with 3 years ago. It published 12,800 million copies 

of newspapers last year, up 27 percent compared with 1978; 1,450 million 

copies of magazines, up 91 percent; and 5,550 million volumes of books, up 

47 percent. Thirty-eight TV stations and 110 broadcasting stations are oper- 


ating across the country. [Text] [Beijing XINHUA in English 0751 GMT 17 Mar 
82 Ow] 
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CHINA CHEMICAL PLANT SEEKS MAJOR FINANCING 


HK240248 Hong Kong SOUTH CHINA MORNING POST in English 24 Mar 82 Business 
News p l 


[From Julie Auyeung in Beijing] 


[Excerpt] The Yanshan Petrochemical Plant, China's major production unit for 
refining oil ard chemical products, located southwest of Beijing, is inviting 
international financiers to offer loans with favourable credit terms to fund 
its modernisation programme. 


The programme calls for upgrading ahd expanding the plant's production capabil- 
ities and eventually turning the existing site of 32 sq km into a petrochemi- 
cal satellite town by the turn of the century. 


The essence of the project is to develop a strong petrochemicals industry to 
support other Chinese economic developments. The import of advanced technol- 
ogy was also indispensable. 


"We must stress, though, that we have enough finance now and the loans from 
the Chinese People's Bank, in particular, have not been fully used," the 
vice-director of Yanshan's foreign affairs office, Mrs Liu Guanxiu, said. 


"Nevertheless, we do like to talk to foreign banks which will provide good 
credit terms for the purchase of machinery and equipment." 


So far, the plant has reached five agreements with an !talian bank for loans 
amounting to U.S.$70 million. The maturity of the loans, at a fixed 7.5 per- 
cent interest rate, is 10 years. The financing is for five projects related 
to polypropylene. 


According to the plant's executive director, Mr Yu Jingjie, credit terms of- 
fered by American banks were not so favourable because the interest rates 
were “very high.” 


"The Americans have high technology. However, they have not been very active 
in establishing closer relationships with us. The same is true with French 
businessmen and bankers," she said. 
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/veas in which the Yanshan plant wishes to improve include the production of 
polyethylene, polypropylene, processing and measuring equipment and energy 
conservation. 


The plant's ambitious programme is to develop a satellite town and, by the 


year 2000, it is expected to have modernised its equipment and production 
facilities. 
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